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What's your insurance problem? 
Hear it discussed at 


AMA’s SPRING INSURANCE CONFERENCE 


MAY 26-27 e THE HOTEL STATLER e NEW YORK 


Insurance buyers are asking many questions these days. Some are voiced so 
frequently that they are common to virtually the entire fraternity. The American 
Management Association discovered this when it recently polled more than 
700 insurance executives throughout the country. As a result, the key topics 
listed below have been selected for discussion at AMA's Spring Insurance 
Conference: 


THE BUSINESS OUTLOOK AND YOUR THE IMPACT OF SOCIAL LEGISLATION ON 
INSURANCE COVERAGE INSURANCE 

COVERING MULTIPLE-LOCATION RISKS EXPERIENCE WITH RETROSPECTIVE RAT- 

EFFECT OF TAXES ON LOSS SETTLEMENTS ING ON WORKMEN’S COMPENSATION 

OCEAN MARINE INSURANCE IN TODAY'S EVALUATING YOUR COMPANY'S INSUR- 
MARKET ANCE PROGRAM 


PLUS One of AMA's Famous Questions-and-Answers Sessions. 
Ask questions in the areas of insurance that interest you most—Fire, 
Liability, Boiler, Inland Marine, etc. Well-informed authorities will 
be on the platform to give you the answers. 


Make plans now to attend this Conference. Compare notes and swap viewpoints 
with other insurance executives. Listen to top-ranking authorities, underwriters 
and buyers as they analyze the most vital aspects of today’s insurance problems. 


To non-members who read this announcement, AMA regrets to say 
that the Conference will be restricted to members of the Association. 


MAKE YOUR HOTEL RESERVATIONS IMMEDIATELY! 


You are strongly urged to write for your hotel reservations at once. If you are staying at the 
Hotel Statler, be sure to mention that you are an AMA member attending the Insurance Conference. 


AMERICAN MANAGEMENT ASSOCIATION 
330 WEST 42nd STREET »« NEW YORK 18, N. Y. 








M. J. Dooher, Editor; Alice Smith, Research Editor; Vivienne Marquis, Associate Editor; 
Evelyn Stenson and Helen F. Hough, Assistant Editors 


THE MANAGEMENT REVIEW is published monthly by the American Management Association at 330 West 
42nd Street, New York 18, N. Y., at sixty cents per copy or six dollars per year. Vol. XXXVIII, No. 5, 
May, 1949. Entered as second-class matter March 26, 1925, at the Post Office at New York, N. Y., under 
the Act of March 3, 1879. ; 

Changes of address should be forwarded to the publishers one month in advance, and postal unit num- 
bers should be included in all addresses. 

The object of the publications of the American Management Association is to place before the members 
ideas which it is hoped may prove interesting and informative, but the Association does not stand sponsor 
for views expressed by authors in articles issued in or as its publications. 

An index to THE MANAGEMENT REVIEW is published annually with the December number. The contents 
are also indexed in the Industrial Arts Indez. 
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Jackpot for 1960 


GREAT many businesses and 

individual business men who are 
today enjoying a strong position in 
their fields owe their success in no 
small measure to the fact that they 
were able to look ahead to 1949 as far 
back as 10 years ago, or more. From 
the. vantage. point of today’s calendar, 
1960 sounds awfully far off. But it’s 
only 10 short years away. What’s 
going to happen to markets, to em- 
ployment, to production, in the mean- 
time? No forecast can bring into focus 
the entire picture a decade hence, of 
course, but certain long-range eco- 
nomic trends are emerging clearly. 

Today the average American work- 
er puts in a little more than 42 hours 
per week and» produces more than 
$1.40 worth of goods per hour (in 
constant dollars), but by 1960 pro- 
ductivity will probably exceed $1.75 
per hour. This increase is not confined 
to industry. It is particularly rapid on 
our farms and will continue so. It’s 
going to cost more to start a factory, 
a business or a farm in the 60’s, 
though. There will be a much higher 
investment per worker in the equip- 
ment necessary to multiply his pro- 
ductivity, raise his real wages, cut his 
working hours. Our natural resources 
will be ample, but some will have to 
be augmented or conserved by in- 
creased imports. 

When 1960 rolls around there will 
be 10,150,000 more people in the mar- 
ket than today. During the decade of 
the 60’s another 6,000,000 will be 
added and: they’ll be staying with us 


longer. But we should not assume that 
the high birth rates of 1941-47 wit 
continue. The great “war-baby bonus” 
of 5,000,000 has ended. By 1950 the 
birth rate will have fallen to the 1940 
rate of 17.9 per thousand of popula- 
tion and by 1960 will probably be 
under 17. Then, from about 1962 to 
1970 you'll hit a real jackpot in your 
market! The first of the war babies 
will begin to marry in large numbers 
in 1962. That means extra families, 
homes and demands for goods ranging 
from furnaces and sinks to curtains 
and automobiles. It also means a new 
but smaller wave of extra babies—an 
increase in the market for baby goods. 

The homes of these families will be 
smaller, with more gadgets and labor- 
saving devices. However, building 
costs will remain high. Productivity is 
lower than in 1940, yet wages have 
doubled. Obsolete building codes com- 
bined with abuses and inefficiencies by 
both labor and management will still 
be with us. Despite these handicaps, 
approximately 14,000,000 new dwell- 
ing units will be built before 1960 and 
plenty more will be built in the 60’s 
if the home building industry goes 
modern. 

For the next 50 or 60 years we'll be 
moving our factories from the big 
cities, and our population from both 
our cities and our farms to the sub- 
urbs or peripheries of the big cities. 
Factories and assembly plants are de- 
centralizing and the government’s offi- 
cial policy is encouraging this for se- 
curity reasons. The suburbs will grow 
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at the expense of rural and urban cen- 
ters and will offer excellent opportu- 
nities for retailers and service busi- 
nesses in the 60’s. The West and 
Southwest will continue to gain rapidly 
in population by migration from other 
regions. 

Diets in the United States have im- 
proved greatly in the past 10 years 
and they will be improving through 
the next 20 as well. Many families still 
live on poor diets, as changing food 
habits is a slow process. Yours will 
be the chance to help change these 
habits by your advertising in the 60’s 
if you are in the food business. 

Two major conditions will favor 
your success in the clothing field. First, 
incomes will be relatively high and bet- 
ter distributed. Second, family outlays 
for apparel increase with the trend of 
migration to metropolitan areas. But 
you will have more old people in your 
market, and family spending for cloth- 
ing declines after husbands and wives 
reach about age 40. 

By 1960 there will be fewer but 
bigger farms. Instead of today’s 5,900,- 
000 farms, there will probably be 5,- 
500,000. The farmer’s present mort- 
gage indebtedness is very low and will 
undoubtedly continue low. Farm in- 
come will remain high so long as we 
enjoy reasonably high employment. 
Productivity will continue to increase 
with mechanization—but so will the 
capital needed to operate a farm prop- 
erly. Adequate farm housing will 
probably continue to be a major need. 

Salesmanship will have changed by 
1960. There will be more introverts in 
selling. The superficial thinking and 
bluff of the typical extrovert salesman 
will be far less effective sales equip- 
ment than in the past. Sales managers 
will do more managing and less sell- 
ing. More plans and decisions will be 
based on facts—on the trends and basic 
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changes to be expected in. the: future. 

Independent. wholesalers... will. be 
getting a smaller slice of: a . bigger 
manufacturer’s sales pie. The’ slice of 
that pie sold direct to retailers: will be 
larger, with the manufacturer’s own 
wholesale branches playing a ‘more im- 
portant part. The manufacturer’s and 
retailer’s warehouses will continue to 
take over many of the functions per- 
formed in the past by the wholesaler. 
Nevertheless, wholesalers. will. have 
ample opportunity between now and 
1960 to survive, depending upon: their 
aggressiveness in improving: the retail 
methods of their customers’. They. can- 
not prosper unless their retailers suc- 
ceed. 

Agents and brokers have a particu- 
larly unhappy outlook for the 60’s. For 
the next few years they will have a 
new but short lease on life because 
of the high birth rate of new products 
following the war, and in the new boom 
areas, where distribution has not yet 
been stabilized. aM 

The retailer will have changed. quite 
a lot by 1960. Vending machines will 
disgorge about $5 billion worth of 
goods per year as compared to a tenth 
of that amount today. Butter, milk, 
beer, fish, eggs, fresh meat, phono- 
graph records, telegrams, insurance 
policies and books are only a few of 
the items destined for machine selling. 
The trend toward self-service retail- 
ing will also spread from food into 
many other lines, particularly in de- 
partment and variety stores. By 1960 
well over 60 per cent of all food sales 
will be made in these self-service 
stores, with independents still lagging 
behind the chains. 

The industrial store or commissary 
will become increasingly competitive to 
conventional retailers. More farsight- 
ed policies on the part of manufactur- 
ers, mining and lumbering companies 
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in improving the living standards of 
their employees are giving the com- 
missary and in-plant lunchroom an in- 
creasingly important place in the re- 
tailing structure. 

All this will make it increasingly 
dangerous for the untrained newcomer. 
The capital needed to start a modern 
store with its big space and expensive 
equipment will also be much greater. 
Yet despite increased risk, there will 
be many excellent opportunities in re- 
tailing in the 60’s. 

We have barely begun to achieve the 
gains of increased productivity in dis- 
tribution. As long as we can increase 





productivity, our real income and liy- 
ing standards will go up, but if we 
permit gains in production to be eaten 
up by increased costs in distribution, 
then economic progress will stop. If 
government, management and labor use 
even a little of their collective inteljj- 
gence, however, we can expect a na- 
tional income of $250 billion compared 
to $202 billion last year. It actually 
looks as though Americans might find 
themselves in the plight of having to 
learn to live 25 per cent better than 
they do now! 

By VerciL D. REEp. Nation’s Busi- 
ness, November, 1948, p. 33:7. 





Portable Talk 


HE American business man’s passion for keeping in instant touch with his 

affairs is peppering the nation with radio-telephone systems. Some, operated 
by Bell System and other telephone companies, use frequency modulation (FM) 
radio waves to connect telephones in trucks, trains, and autos with conventional 
telephone networks. But other radio-telephone systems are being set up by small 
new firms to work like telephone answering services, relaying messages. And still 
others are run by utilities and other companies operating, for example, a large 
fleet of trucks. 

Detroit Edison Company is an example of this third group: It has equipped 
135 of its repair trucks with radio-phones. In the old days, a maintenance man 
might have been within a few hundred feet of some line trouble and never learn 
about it until he returned to his base, maybe miles away. Now the home office can 
phone the truck and put him on the job right away. 

What does radio-telephone service cost? The cost varies, but one message 
service firm charges $33 a month, for 100 one-minute messages, if the radio-tele- 
phone equipment is furnished by the firm. Subscribers may buy their own equip- 
ment for about $450 installed, and pay $17.50 a month for the service. Calls in 
excess of 100 a month cost 15 cents each. Another radio message service charges a 
minimum of $37.50 a month, if it furnishes the equipment, and it will handle 75 
calls for that amount. Extra calls cost 15 cents each. If customers furnish their 
own equipment, the monthly minimum charged by this service is $22.50. 

Rates for the service offered by Bell System companies over most of the 
country are an initial $25 for installation of equipment, $15 a month rental for use 
of it, and a minimum service charge of $7 a month, which permits an average of 
about 20 calls. Additional local calls are charged at 30-40 cents each; long-distance 
calls are charged at the person-to-person daytime rate. 

—The Wall Street Journal 2/2/49 








AMA GENERAL MANAGEMENT CONFERENCE 
The General Management Conference of the American Man- 
agement Association will be held on Wednesday and Thursday, 
June 8-9, at the Waldorf-Astoria, New York City. 
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Tips on Holding ‘‘Open House" 


WO-DAY open house celebrations recently conducted by Allegheny Ludlum 

Steel Corporation at its Dunkirk, N. Y., and West Leechburg ,Pa., plants com- 
bined all the familiar and successful techniques with some interesting and significant 
innovations. Activities were divided into three phases: (1) Exhibits were installed 
at the entrance showing the worldwide scope of the raw materials used in pro- 
duction of the company’s steels. (2) Plant tours were so arranged that the visitors 
followed the progress of metal from the time it entered the plant until it left 
finishing processes and appeared on shipping platforms. (3) With the cooperation 
of approximately 100 customer firms, formal exhibits of the products made from 
the company’s output were displayed. Executives of these firms were on hand to 
explain why they chose the company’s steel and what use they make of it. 

Distinct departure from routine was the presence of 539 of the company’s 
1,700 stockholders. They wore identifying arm bands, and gave visitors an oppor- 
tunity to decide whether they were the bloated investor type so often portrayed 
to employees and community neighbors. 

The whole community was invited to attend each open house. At the Dunkirk 
plant, 22,000 visitors registered in the two days. At West Leechburg, employees 
and their families attended the first day, the community, the second day. Here 
registration totaled 15,000. 

The following techniques used by public relations manager Lamar Kelley and 
his staff may serve as a check list when you are planning your next open house: 
Borough councils declared holidays and urged community to attend. 

. All parking meters were covered and parking limits waived. 

Volunteer firemen and members of local civic clubs served as special 
traffic police. 

Boy and Girl Scouts acted as sidewalk traffic police. 

All merchants closed their stores to permit employees to attend. 

Schools declared holiday; teachers conducted pupils through plant; essay 
assignments were based on visit. 

One fire department and two high school bands supplied continuous music 
at the plant and in town. 

Women’s clubs set up free “baby sitter” services to care for children while 
parents visited plant. 

Merchants installed street decorations and window exhibits. 

High school students and other groups presented floral decorations to 
the plant. 

Newspapers gave editorial support, including special editions in which 
merchants placed congratulatory advertising. One such ad was signed 
by the plant union. 

12. Tours were broken about midway with refreshments. 

13. Products of the plant such as steel wire sponges and special type spoons 

were given as souvenirs. 

An unusual by-product which denies popular misconceptions of such a cele- 
bration was the production record for the two days. Every department showed an 
increase which ranged from 25 to 200 per cent. 


SS NM Per SNS 
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—Public Relations News 1/24/49 


Your Morning Theme Song 


A RADIO theme song not only introduces a familiar program but helps to make 
known to new listeners the quality of the entertainment that will follow. In 
much the same way, the head of a business announces the quality of his thinking 
each morning by the manner he assumes when entering his plant or office. 

A woman who was a freshman at Bryn Mawr when Professor Paul Shorey 
taught Greek and Latin there, says, “He entered the classroom each time as 
vigorously as if he had never done such a thing before and was charmed by the 
novelty of it. With him came an atmosphere of urgency, the sense that life is short.” 

When some executives arrive at work, a current of enthusiasm fills the place. 
Faces become brighter. Movements become faster. Work seems to flow along more 
smoothly. Others bring into their offices fear, depression, dissatisfaction, anger, 
gloom. Good management always starts with good thinking on the part of the 


chief executive. 
—Net Results 2/49 
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Why Do So Many Business Men Start Foundations? 


HELANTHROPIC motives. are 

the’ primary force behind the cre- 
ation of most foundations. But there 
may be less altruistic and even selfish 
motives. As the following summary 
will suggest, these are legitimate and 
even desirable, for they benefit the 
public: 

1. The donor can get an income tax 
deduction for: contributions to his 
foundation of up to 15 per cent of 
adjusted gross income. By giving away 
appreciated property he escapes a tax 
on the realization of his gain as well. 


2. By giving property to a founda- 
tion which he controls, the donor can 
have the foundation distribute the 
charity where and when it seems most 
desirable to do so, although he receives 
his contribution deduction in the year 
of his gift. 

3. The foundation protects the donor 
from the avalanche of charity requests, 
since they can be passed on to the 
foundation created for that purpose. 

4. The foundation helps to avoid the 
total elimination of capital following 
upon high estate taxes, which take up 
to 77 per cent of estate wealth. This 
capital can be devoted to educational, 
industrial research, religious, scientific 
or welfare efforts. 


5. Under present high income and 
estate tax rates, foundations can be 
the means of insuring that funds will 
be available for use in new business 
ventures in which the donor is inter- 
ested — earmarked in the foundation 
treasury for industrial expansion. 

6. All sorts of direct or indirect pay- 
ments to members of the donor’s fam- 
ily may be secured, in the form of an- 
nuities, incomes, etc. 

7. Often family control of a business 
can be maintained by establishment of 
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a foundation, thus preventing its sac- 
rifices to pay heavy estate taxes. 


In 1915 the first directory of Ameri- 
can foundations listed 23 in the U. S. 
When surtaxes began to mount to high 
rates in 1936, these organizations mul- 
tiplied. Thus, our taxing system has 
strengthened the natural impulse to 
give to charity. The Russell Sage 
Foundation lists more than 500 today 
with capital assets of over $50,000 
each. The Treasury Department esti- 
mates over 10,000 philanthropic foun- 
dations in the U. S. The vast majority 
are relatively small, though at least 
two have assets of over $100 million, 
a dozen have $25 million, and nearly 
40 have over $10 million each. A single 
New York bank is trustee of about 
$400 million in trust funds dedicated 
to charity. 


The charitable foundation does not 
belong only to the arsenal of the ex- 
tremely rich man. It can be useful to 
thousands of men in the middle tax 
brackets. Many of those who can bene- 
fit and increase their ability to help 
charitable causes are business men 
whose controlled corporations have 
been built up over years of effort and 
by plowing back substantial profits. 
By giving a portion of the stock to a 
family foundation they save the tax on 
the appreciation of the stock values. 
They also get a large income tax de- 
duction for the contribution at the in- 
creased value and substantial estate 
taxes are saved upon death. Often man- 
agerial income from the property can 
continue to be received by the donor 
or members of his family, even though 
the property has been given away to 
the foundation. 


Many charitable demands are great- 
est when economic conditions are de- 
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pressed. Yet the ability to give and the 
tax benefits from charitable deductions 
are generally highest during prosper- 
ous years, when incomes are high and 
tax rates up. The foundation, how- 
ever, can hold on to the funds—even 
accumulate the income—and then use 
the money in the years when it can do 
the most good for the beneficiaries. 

Where the contribution is in the 
form of property or shares of stock in 
a controlled business, no capital need 
be withdrawn from the business. Thus 
stock contributions can be made in 
years of high economic activity, with 
the assurance that the capital will con- 
tinue to be employed as before and the 
income accumulated for use in bad 
years. An arrangement of this type 
may also be desirable for those who 
have sporadically or cyclically high in- 
comes. 

By giving a property or stock to a 
foundation, donors can avoid the risk 
of a drop in values of speculative hold- 
ings, for the foundation can sell im- 
mediately on receipt of the gift with- 
out incurring the usual tax, precisely 
at the time the donor takes a substan- 
tial contribution deduction. 

By giving to a foundation the donor 
can keep many attributes of his wealth 
through designation of the administra- 
tive management of the foundation or 
through the power of his influence, 
especially by the promise of future con- 
tributions, to guide the investments of 
the foundation. If these consist of 
shares of stock, he controls them in 
almost every respect except that he 
does not receive the dividends. 

Some donors appoint relatives as di- 
rectors of the foundation to insure 
control by persons acquainted with 
their desires. Some arrange for the ad- 
ministrators to be family members who 
receive substantial compensation so 
that the contributed wealth really yields 
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substantial income. One man who cre- 
ated a foundation later went into a 
new business. He used. the trust to 
borrow money to buy mills that were 
later sold to his company, thus bene- 
fitting materially from the capitalized 
credit of the foundation he created. 

Foundations can be established for 
industrial research. They in effect have 
taken over part of the function for- 
merly performed by entrepreneur cap- 
ital. Some concerns receive full re- 
search service from foundations their 
owners have established. Others, which 
have created foundations promoting 
social, physical and economic welfare 
for their employees, have the benefit 
of good will and lower personnel costs 
arising from the activities of the foun- 
dation. 

Since philanthropic corporations can 
own business enterprises, some men 
have given ownership of their busi- 
ness to foundations, but have protected 
and even increased their own substan- 
tial incomes by employment contracts 
with the foundation for managing it. 
Sometimes real property is given to a 
foundation and rented back by the 
business of the donor. Often real es- 
tate taxes are saved in the process and 
capital gains tax and estate taxes 
avoided. 

Foundations have been criticized for 
many reasons. Small foundations are 
too costly to administer, with conse- 
quent loss to the potential beneficiaries. 
Those who administer them are not 
equipped with the knowledge and ex- 
perience that makes for wise invest- 
ment of the funds or for effective dis- 
tribution best performing the purposes 
of the foundation. The philanthropic 
purposes of the foundation may also 
become outmoded and useless because 
society and charitable needs change 
rapidly. Furthermore, a multiplicity of 
small foundations often work at cross 
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purposes with each other, defeating the 
very purposes of their philanthropy. 
Many overlap in their efforts. 

Many foundations have tried to 
overcome these defects in one way or 
another. The answer to most of these 
criticisms has come in the form of 
institutions like the Golden Rule Foun- 
dation and the various community 
trusts, which in essence unify a num- 
ber of trust funds of varying sizes, 
administering them by a distribution 
committee quasi-public in character 





and whose members are respected lead- 
ers in the community. The criticism of 
a “dead hand,” by which property is 
frozen against the interests of a fluid 
society is avoided because the trustees 
have the power to utilize the income 
when the original purposes of the funds 
are rendered obsolete by the march of 
events. These organizations apply 
large-scale administration efficiency to 
even small philanthropies. 

By J. K. Lasser. Dun’s Review, 
February, 1949, p. 15:12. 
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Labor on Capitol Hill 


HOSE who argue that we are entering a “laboristic” society have pictured 

labor as a unified pressure group. Yet the trade-union movement is less an 
organized force than a loose and often jealous coalition; and, while some indi- 
viduals speak out sharply, few can speak for all. 

One reason for this lack of coordination is the obvious rivalry for prestige. 
But another is that labor bodies often have conflicting interests. For example, 
both the railroad unions and the Mine Workers have fought the St. Lawrence 
development on the ground that waterway traffic will cut their employment. The 
CIO Textile Workers, however, boost it as a means of bringing cheaper power 
to the high-cost New England area. 

Sometimes one finds unions aiding industry to obtain a bigger slice of 
government contracts. AFL has attacked the Navy for discriminating against 
Pacific Coast shipyards, where the AFL Boilermakers are strong. The Ma- 
chinists have lobbied for a 70-group Air Force. The AFL Cement Workers have 
argued for the retention of the basing-point system in that industry. It is largely 
on national legislative matters, such as a labor law, taxation, social security, and 
government spending—issues involving basic commitments—that labor. is often 
arrayed against business. 

Of the three large labor bodies, the CIO has the most formal lobby. Twelve 
CIO unions have full-time staff representatives, and their activities are co- 
ordinated through the national legislative committee, headed by Nathan Cowan. 
Party-line unions, with staffs on the Hill, now follow CIO discipline and, if 
opposed to a national ClO-backed measure, remain quiet. Since the CIO operates 
largely in basic industry, it concerns itself more with national economic policy 
than does the AFL. 

About 30 AFL unions have men who do some legislative work, but few 
work at it full time. Until recently, little coordination existed between the AFL 
legislative office and these affiliates. At its last convention, however, the AFL set 
up the National Legislative Council and asked each of its 106 national unions to 
place a man in Washington while Congress is in session. So far, about 60 AFL 
unions have done so. 

The labor lobbyist, like others in his trade, is essentially a technician. His 
job is not only to buttonhole recalcitrant Congressmen but to supply research 
and data to the legislators, act as a witness at public hearings, appear at industry 
hearings before a wide variety of administrative boards, and run the numerous 
and often maddening small errands for the union members who have special 
requests transmitted through the union office. Still, the labor lobbyist is quite 
edgy about the word itself. And he points out that he earns a salary not much 
larger than a congressional-committee assistant, and throws no lavish parties. 


—Fortune 3/49 
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Self-Audit of Organization Planning and Control 
By WYMAN P. FISKE* 


USINESS problems are solved by 
people. 

Organization plays a vital role in 
industrial success or failure. A success- 
ful organization requires: (1) a basic 
plan (definition and allocation of func- 
tions essential to attainment of com- 
pany objectives) ; (2) recruitment of 
individuals qualified to fill each job; 
and (3) development of these indi- 
viduals for maximum performance. 

But no organization can be static. 
There are continuous losses through 
resignation, retirement and death, and 
promotion or transfer to other assign- 
ments. These losses must be replaced 
by promotion or transfer, or by new 
hires. Even the basic plan is subject 
to modification. Changes in volume or 
nature of operations since the end of 


the war have created, for many com- 
panies, distortions which call for re- 
view and revision of the organization 
structure. 

The purpose of the questions that 
follow is to enable you to make an audit 
of the administration of organization 
activities. Is your company equipped 
to meet basic organization problems? 
How effectively is it attacking the 
major problem of providing qualified 
replacements for the middle and upper 
executive group? Does it accomplish 
optimum use of its executive talent by 
effective development of its managerial 
personnel? The questions are divided 
into three sections: 


A. Organization Analysis 

B. Replacement and Expansion of the 
Management Team 

C. Development of Managerial Personnel 


A. ORGANIZATION ANALYSIS 


te 


of authority and responsibility 
(a) For the company as a whole? 
(b) For every department? 


we 


Does your company have a clearly defined organization plan? 
Does your company have an organization chart showing lines 


Yes No 











Does your company have an organization manual (definition 


of the functions, responsibilities, and relationships of particular 


positions in the company) 


(a) For every supervisory and managerial position? S| aphid: sila 
(b) For the more important supervisory and managerial 


positions ? 


(c) For no supervisory or managerial positions? 








4. Have steps been taken to assure that every executive fully 
understands: (a) the basic organization plan; (b) his own 
functions; (c) his own responsibilities and authority; and (d) 


his own relationships to other executives? 
Is there provision for regular review of 
(a) The organization plan and chart? 


ut 


(b) The organization manual? 











6. Is there a single department (or individual) to which has been 


assigned responsibility for 


(a) Continuing analysis and recommendation as to the plan 


of organization? 





(b) Regular review and maintenance of the organization 


manual? 


* Management Consultant, New York. 
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B. REPLACEMENT AND EXPANSION OF THE MANAGEMENT TEAM 


1. Do you know what losses to expect 
at different executive levels from 


Total 
Within 

Next Average 

Five Annual 
Years Rate 


(a) Resignations? 
(b) Retirements or deaths? 
(c) Transfers or promotions? 











Yes No 

2. To what extent is it company policy to replace (above the 
lowest ranks) by promotion from within the company? 

(a) As nearly as possible entirely from within the company 

(b) Principally from the outside 

(c) Partly from the inside and partly from the outside. (Do 
you have any policy as to the “ideal” percentages, as 75 
per cent from inside and 25 per cent from outside?) 

3. Does your company have any program for recruiting, at the 
lower levels, replacements for management and executive 
personnel ? 

(a) Formal program of recruiting 
(b) Informal hiring program 
(c) No program 
4. Are the numbers recruited under any such plan based on 
analysis of expected requirements? 
(a) Total of analyzed expected requirements 
(b) Part of analyzed expected requirements 
(c) Guess as to requirements 
(d) Essentially an arbitrary figure 
. Does your program of recruitment of potential candidates for 
middle and upper management positions make any provision 
for searching out candidates from within the ranks? 
(a) Operatives and hourly employees 
(b) Supervisory employees 

6. In recruiting potential candidates for middle and upper man- 
agement positions, do you rely 
(a) Principally on recruiting at the colleges? 

(b) ee on hiring college and other applicants at the 
oor! 
(c) On both methods? 

7. Is there a single department (or individual) to which has been 
assigned responsibility for 
(a) Analyzing and budgeting replacement and expansion 

requirements ? 
(b) Establishing qualification specifications for recruits for 
potential replacement of middle and top management? 
(c) Administering a program of recruiting budgeted require- 
ments: 
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C. DEVELOPMENT OF MANAGERIAL PERSONNEL 


1. Does your company have any program to uncover candidates 
for substantially greater managerial responsibility? ee eee on 

2. Does your company maintain an inventory of executive re- 
sources (record of the qualifications and progress of candidates 
for greater managerial responsibilities) ? 

3. Does your company regularly evaluate and review the progress 
and potentialities of managerial personnel? 

4. Does your company operate any program aimed at overcoming 
deficiencies in knowledge, skill, or judgment of managerial 
personnel ? 

5. On what do you place principal reliance as a method of de- 
veloping managerial personnel? 

(a) Normal development on the job 
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Yes No 





(b) Controlled rotation of job experience 

(c) Special work assignments 

(d) Management conferences 

(e) Company-operated training programs (classes and/or 
conferences ) 

6. Are you making maximum effective use of job experience as 
a device for developing managerial personnel? 

7. Is there any single department or office with a well-defined 
responsibility for planning, coordinating and/or administering 
activities looking towards developing potential candidates for 
middle and top management positions to the point where they 
are qualified to assume such responsibilities? 

(a) For planning such activities 
(b) For coordinating such activities 
(c) For administering a program with this objective 

8. Do you have a centralized training staff? 

9. If the answer to (8) is yes, which of the following functions 
does the training staff perform? 

(a) Analyzes training needs 

(b) Recommends training policy 

(c) Coordinates training activities 

(d) Develops training programs 

(e) Functionally supervises all training activities 

(f) Carries on training research 

(g) Provides assistance in training problems and 
methods to line supervision 


























D. GENERAL 


1. What is the most important problem your company faces today? 

2. Are the people responsible for doing something about that poe completely 
qualified to meet it? 

3. What are you doing to make certain that they or some other individual will 
become qualified? 
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Rocking Chair Management 


HE late Irvin Cobb used to tell of walking along a road in southern Georgia 
one morning after a hard rainstorm when he came upon an old Negro, Henry 
by name, sitting in an easy chair by his kitchen door, fishing in a puddle of water. 

“Henry, you old fool,” said Cobb, * ‘what are you doing there?” 

“Boss,” said Henry, “I’se jes’ fishin’ a little.” 

“Well, don’t you know there are no fish there?” demanded Cobb. 

“Yes, ‘suh,” said Henry, “I knows dat but dis yere place is so handy!” 

The handiness of commonplace policies, and the handiness of conventional 
methods are responsible for much waste in business. It is handiness that creates 
what might be termed “rocking chair management.” 

It takes initiative and mental energy to turn one’s back on the easy, conven- 
tional policies and methods and work out bold new ones to fit the conditions exist- 


ing in the modern competitive world. 
—Management Briefs, No. 23 (Rogers & Slade) 





e RESULTS OF A RECENT FORTUNE POLL in New York City may 
provide business executives with some food for thought. In surveying 4,500 owners 
of television sets, it was found that approximately 24 per cent were reading news- 
papers less than before T-V, 48.5 per cent were reading magazines less, and 59 
per cent were reading books less; 81 per cent were going to movies less; and 92.4 
per cent were listening to the radio less. 
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Office Management 





Increasing the Effectiveness of Salaried Employees 
By EDWIN L. YATES* 


T has been estimated that there is 
I a range of from 20 to as much as 
50 per cent in the relative effectiveness 
of two employees, neither of whom 
may be more than reasonably satis- 
factory in his job. Though this may be 
an exaggeration, we all know from 
experience that there is a difference, 
and one not solely attributable to that 
between the natural abilities of em- 
ployees. Let’s consider, then, the prob- 
lem of increasing the efficiency of sal- 
aried employees, not from the stand- 
point of improved work methods and 
techniques, but from a broader human 
relations angle—the things we must do 
to create a desire on the part of the 
salaried employee to give us his full 
“potential” of effectiveness. As I see 
it, it takes only a small “spark” to kin- 
dle this desire, but there’s a tremen- 
dous amount of work and thought in- 
volved in generating that spark. 

Our experience with this problem at 
General Motors Corporation should be 
of interest and value to other compan- 


_ ies. 


About eight years ago, we decided 
our over-all personnel responsibility 
would be better served by specializing 
our staff functions. Consequently, we 
have in our Central Office Personnel 
Staff an activity devoted solely to 
labor relations, or dealings with hourly 
rate employees, another to salaried em- 
ployees, another to employee services, 
and so on. For the most part, there is 
a similar breakdown of personnel func- 
tions in our divisional operations. 

Now in the Salaried Personnel Ac- 


tivity our working philosophy can be 
quickly summed up as follows: The 
usual salaried employee is basically in- 
dividualistic in his thinking. He pre- 
fers to deal with his boss on an in- 
dividual basis. He is basically manage- 
ment-minded. Often he works with 
management on management problems. 
He expects to grow in his job. He ex- 
pects outstanding performance will be 
recognized, and individual efficiency re- 
warded. He does not, on the other 
hand, resent inefficiency being penal- 
ized. 

Because of the very nature of. the 
work which most salaried employees 
are doing, it is not possible to set up 
rigid standards as to quantity or qual- 
ity of production. Through issuing or- 
ders alone, the office supervisor can- 
not correct relative differences in em- 
ployee effectiveness. He can’t com- 
mand initiative. Most salaried employ- 
ees have an opportunity to make valu- 
able contributions to their companies 
by doing things that go a little beyond 
their normal area of responsibility. 
You can’t get this type of contribution 
by simply pounding the table. It gets 
back to the employee’s attitude, to his 
state of mind—he must want to do tt. 

In other words, the employee is an 
individual and should be treated as 
such. If we would effectively deal with 
his “efficiency,” we must first under- 
stand him. We must appreciate his 
viewpoint, his desires and ambitions, 
and try to understand the forces that 
motivate him. 

Because of the human element, it is, 


* From an address before the Sixth Annual Industrial Relations Conference sponsored by the 
University of Minnesota Center for Continuation Study. 
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of course, not possible to develop an 
exact scientific formula, but experience 
has convinced us that the following 
principles are fundamental: (1) Pay 
employees fairly. (2) Treat employees 
fairly. (3) Fill each position with the 
individual who is best qualified physi- 
cally, mentally, and temperamentally 
for the job. 

Pay ranges for the various salaried 
job classifications should provide a 
wide merit spread rather than the nar- 
row wage range of production jobs, 
since intangibles are involved that do 
not enter into wage determination for 
measurable production work. Manage- 
ment must assume responsibility for 
payment of adequate salaries to indi- 
viduals covered by such a plan. It is 
hardly enough simply to set up salary 
ranges and leave the determination of 
individual salaries entirely to first-line 
supervision. Controls, or audits, are es- 
sential. 

As a step in this direction, General 
Motors makes a periodic salary survey 
of all employees who can be classified 
by type of job or by responsibility level. 
From this survey, there is prepared a 
report on the static condition of sal- 
aries in various job or responsibility 
levels at the moment. Such informa- 
tion, we feel, is important in that it 
enables management periodically to 
compare salary levels for various job 
classifications with wage levels, with 
salary levels of competitive or com- 
parable companies, and with the trend 
in wage levels, or with the trend in 
salary levels in comparable companies. 

More important, from the standpoint 
of the individual employee, this in- 
formation, summarized on the basis of 
job classifications or responsibility 
levels, is further broken down and 
comparisons made between plants, op- 
erations, departments or even smaller 
units, and, finally, individuals. This is 
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the report we have found of greatest 
help in checking, tracing, and adjust- 
ing inequalities between departments 
and individuals. 

It is not perfect, of course. If, of 
two employees doing the same work 
but in different departments, one is 
incorrectly classified in a job having 
a lower salary range, we would not 
catch this. So, of course, some com- 
panion controls are necessary, such as 
a periodic review of the actual work 
heing performed by each employee, to 
determine whether the job classification 
is correct. 

Another periodic analysis is that of 
the frequency, size, and type of salary 
changes, classifying them as between 
merit, promotional, and automatic in- 
creases. This analysis shows both the 
percentage of people receiving in- 
creases during a given period, and the 
amount of each type of increase, related 
to payroll. It is broken down by job 
classifications or responsibility levels, 
and again comparisons are made be- 
tween departments, various other op- 
erating units, and, finally, individuals. 

Here again management is supplied 
with information on the basis of which 
it can check, trace, and adjust in- 
equities as between groups or indi- 
viduals. Used in conjunction with the 
periodic appraisal of the work per- 
formance of each salaried employee, it 
is a valuable tool in helping insure fair 
pay to the individual. 

With respect to the second funda- 
mental, fair treatment, certainly it is 
the intent of all managements to treat 
employees fairly. But is this intent 
enough? In handling financial matters, 
it is not sufficient for management 
simply to want to deal honestly with 
others—its financial transactions must 
be reduced to writing. In a broad 
sense, there is the same need in a large 
husiness for written personnel proce- 
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dures. In both cases, of course, peri- skills, education, interests, personal at- 
odic revision is required to keep pace tributes and attitudes it requires? \ [ 


with changing conditions. We have a complete inventory—kept 

For many years General Motors has up to date—of the skill, abilities, edu- | for the 
had a personnel procedure for the cation, and special knowledge repre- | would 
guidance of its divisional managements sented by our human assets, so that | ize the 
in their relations with salaried em- they can at any time be matched up } aprog 
ployees. It covers such items as the with job requirements? . ad 
status of new employees, definitions of P 


; cn We have a sound employee apprai rtme 
length of service, conditions under ployee appraisal | Pa 


: : program—which periodically evaluates Let’ 
which leaves of absence will be granted, 4... Work performance of each employee | dent s 


basis of absent time and vacation pay, and his potential for further advance- | on it’s 
the separation allowance plan, the gen- vent? all ph 


eral rules governing the basis upon 
which an employee’s pay is to be cal- 
culated, etc. In writing the procedure, 
the objective has always been to make 





> 


Finally, we must not forget that, in tion.” 
the last analysis, the employee’s im- | His 
mediate supervisor is “Mr. Company” | Vent 
to him, and the employee will judge | “™P" 


1 
* it permissive rather than restrictive “Se > | 
dl from management’s standpoint but, at el ig Feeney id _ oh ail ren -. 
' the same time, to protect the rights sean a a ang tg — numbe 
r and privileges of employees. In addi- Ps igri — eS Se two ot 
° tion, a handbook for salaried employ- oe ey ee be give 
h ees, Working with General Motors, a aie er with the view- sort of 
" outlines those elements in the proce- gi er . _ wrong Por 
\ dure which directly affect the em- pi ac weg Pagers pace 4 d 
" be effective in this connection. First of | °W"° 
P ployees. Every salaried employee re- th : , , tables 
ceives a copy of this book. ee ee ee of e 
* . ’ opportunity to contribute their views - 
4 The problem of getting the right and ideas in the development of poli- | * 
M os - the right job poses the follow- cies and practices. The personnel staff placem 
r ing question : Can our hiring and pro- gould not work in a vacuum. It is | "ord 
: puryre _ be intelligently applied, just plain good business to capitalize tify kit 
: _ be fully considerate of individual on the wealth of experience and in- locatiot 
' equities, unless: formation existing in our supervisory | Pe 1 
We have a plan—based on a forecast organizations. Further, the fact that model , 
of our requirements in terms of jobs the supervisors’ advice has been sought format 
and people, and taking into considera- makes them feel they have had a part tablish 
tion retirements and turnover? in the formulation of policies and prac- | . The 
We know the requirements of each tices; thus they will doa more effective it clea 
salaried job—in terms of the abilities, job in administering them. 0 
in char 
Buying Good Will at 10¢ a Check The 
AINTAINING the benefits of paying employees by check, R. C. Mahon — 

Co., Detroit, at the same time saves its workers from paying fees to neigh- 

borhood check-cashing services or exposing themselves to the temptations of determ 
cashing checks at the neighborhood saloon. The company has an armored truck current 


draw up in front of the gate on payday, cashes checks free for all who want it, 
pays the bank 10c a check for this service. Good will of employees and their age, wh 


wives is worth the dime a head. lete, ( 
—Modern Industry 2/15/49 
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Administration of Office Equipment 


OST of us will admit the import- 

ance of a well-defined program 
for the control of office equipment. We 
would also agree that in order to real- 
ize the maximum effectiveness of such 
a program, its administration should be 
placed in the hands of one man or de- 
partment. 

Let’s suppose the company presi- 
dent says, “All right, John, from now 
on it’s going to be your job to handle 
all phases of equipment administra- 
tion.” Where does John go from there? 

His first step would be to set up an 
inventory control—to determine what 
equipment is now owned and to pre- 
pare basic records. Normally it is de- 
sirable to set up a card file. If the 
number of pieces of equipment exceeds 
two or three hundred, thought should 
be given to the possible use of a needle 
sort or tabulating card system. A card 
should be made out for each machine 
owned. In the case of desks, chairs, 
tables, etc., a master card on each kind 
of equipment will suffice, since these 
are not subject to such frequent re- 
placement or movement. The inventory 
record should include: space to iden- 
tity kind and make of equipment, its 
location, date of purchase, and cost; 
space for recording maintenance costs, 
model and serial number. With this in- 
formation, John is in a position to es- 
tablish real inventory control. 

The second major point is to have 
it clearly understood that all requisi- 
tions for assignment of additional 
equipment must be sent to the person 
in charge of the program. 

The investigation of a requisition 
divides itself into three parts: (1) 
Review of the inventory records and 
determination of what equipment is 
currently assigned, its original cost, 
age, whether or not it has become obso- 
lete. (2) Interview of the man in 


May, 1949 


charge of the department requesting 
equipment. Prime objective in this step 
is to determine how much the machine 
is to be used, what savings are to be 
realized, what capacity is required, 
whether any changes in procedure are 
being considered which will require 
additional equipment. (3) Review of 
the actual work as it is currently being 
performed. Here we get detailed infor- 
mation on methods now employed, pro- 
duction rates, forms involved. With 
this information, we are ready to de- 
cide exactly what type of equipment 
should be furnished. 

One of the more important points in 
the control of office equipment is the 
setting of standards, e.g., determining 
whether desks are to be 30 or 34 inches 
deep; what basis is to be used in de- 
ciding when a manual or electric ma- 
chine will be assigned; what color 
should be adopted as the standard for 
furniture and filing equipment. Once 
these standards are worked out and 
approved by top management, they will 
make John’s job a lot easier, since he 
will have definite yardsticks to apply. 

In regard to the purchase and sale 
of equipment, it is well to explain in 
detail to the purchasing agent the over- 
all objectives of the office equipment 
program. Then the limits within which 
the office manager and the purchasing 
agent will operate can be defined. For 
example, it may be agreed that all in- 
formation relative to price will be ob- 
tained through the purchasing depart- 
ment. When any major purchases are 
contemplated, the purchasing depart- 
ment will be informed in advance and 
asked if it would like to suggest having 
the product of any particular suppliers 
considered. In turn, the purchasing 
agent may agree to keep the office 
manager informed at regular intervals 
of market trends. There is almost 
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bound to be some overlapping of func- 
tions, and this can best be adjusted by 
maintaining close cooperation. 

What sort of system should John set 
up for the replacement of machines? 
An effective system is to establish a 
probable period of life for each type 
of machine. For example, in review- 
ing maintenance records on adding ma- 
chines, John may find the cost rises 
sharply at the end of 10 years’ service. 
Thus, he might arbitrarily decide that 
the probable period of life for adding 
machines is 10 years. 

Once the “probable period of ma- 
chine life” schedule has been prepared, 
it is a simple matter to make a list an- 
nually of the machines which will be- 
come over-age during the year. The 
fact that a machine will become over- 
age, however, is not in itself sufficient 
to warrant its retirement. Some of the 
other factors to be considered are: 
present mechanical condition; how the 
trade-out allowance compares with the 
cost of reconditioning the machine; 
amount of use the machine gets, etc. 
If it is decided to retain certain over- 
age machines, they would show again 
on the following year’s list of over- 
age machines. 

Let’s assume that in John’s company 
there are 15 departments using office 
machines. Practically all departments 
in any company have occasional peak 
periods when more machines are re- 
quired than normal. These peak periods 
usually do not occur at the same time 
in each department, however. If all 15 
departments in John’s company have 
sufficient machines to meet peak re- 
quirements, there undoubtedly will be 
surplus machines which are not re- 
quired for normal workload operations. 

One way to reduce the over-all in- 
vestment in machines and still meet 
departmental peak requirements is to 
create a central stock pool of machines. 


256 





Under such a plan, each department 
has only enough machines assigned to 
maintain its schedules under a normal 
volume of work. To meet peak require- 
ments, it borrows machines from the 
central stock pool. Such a plan must 
be operated, of course, so as to insure 
that when a machine is requested it 
be made available at once, and that 
no department hold a machine bor- 
rowed from the stock pool longer than 
is absolutely necessary. 

In the past many office managers 
have felt their responsibility ended 
with the delivery of equipment to the 
user, overlooking entirely the impor- 
tance of operator training. Proper 
training will provide more competent 
operators, doing better work, with less 
effort. This was forcefully illustrated 
in our organization (Prudential Insur- 
ance Co. of America) about a year ago. 
In connection with the replacement of 
some key-drive calculators, it was 
found that the production of the opera- 
tors in one department was very low. 
Arrangements were made to have these 
operators attend a class in key-drive 
machine operation for one and one-half 
hours a day for five days. On the first 
day, a test was given to determine the 
proficiency of each girl. On the last 
day, another test was given; and the 
average score showed an improvement 
of 70 per cent in production (ie.,, 
number of problems completed in a 
given time). Furthermore, there was 
an increase of 23 per cent in accuracy. 
This led us to do some serious think- 
ing about the need for more formalized 
training for machine operators. Even 
if only 50 per cent of the increased 
efficiency brought about by classroom 
training were carried over into daily 
operations, the saving in clerical time 
would be significant. 

When we realize the amount of 
money our companies have invested in 
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rent | office equipment, it seems foolhardy 
dto f not to endeavor to get full value from 
mal f that investment. A training program is 
ire- | certain to help achieve that objective. 
the | Many of the local offices of machine 
dust | manufacturers maintain one or two in- 
sure ) structors whose services will be given 
d it | gratis. 


well-planned program for the admin- 
istration of office equipment will re- 
duce the number of such problems. In 
addition, such a program is certain to 
reduce operating costs, since it goes a 
long way toward insuring that the 
right equipment is provided and that 
it is used to best advantage. 






that Every office manager spends part of 
bor- | his time on problems directly or in- By Raymonp Hunt. NOMA For- 
han | directly related to office equipment. A wm, February, 1949, p. 19:9. 
pers » | 
ded : 5 ‘ d 
the New York Office Workers’ Earnings To Be Studied By BLS F 
por- SURVEY of clerical workers’ salaries in New York City has been launched * 
ne by the Bureau of Labor Statistics of the U. S. Department of Labor. This ° 
pe survey, similar to one conducted last year, will provide up-to-date information on a 
tent earnings for bookkeepers, clerks, stenographers, and 20 other clerical occupations ij 
less in addition to reflecting changes in the wage levels for these occupations during } 
the past year. p 
ated As a result of growing public interest for factual information on the earnings 9 
sur- of the important “white collar” segment of our working population, the Bureau 5 
conducted studies of clerical workers’ salaries in 10 cities, including New York, “a 
ago. during 1948 and will make similar studies in 11 other cities during the current year. 
t of The large number of requests received by the Bureau for the results of the 1948 


was survey in New York emphasized the need for the resurvey this year. The 1949 
New York study will include data collected by personal visits of BLS field repre- 
era- sentatives to approximately 600 representative firms that cooperated in the pre- 





low. vious survey. ; ; 
Preliminary results of this survey will be available this month. Copies of 

hese this report and similar reports for the other cities throughout the country may be « 
rive obtained by addressing Robert R. Behlow, Regional Director, Bureau of Labor “ 
half Statistics, 341 Ninth Avenue, New York 1, N. Y. 5 
first ; 
the to 
last = 
«| Dersonnel 
(i.e,, 
‘vee | How Effective Are Management's Policy Communications? 
acy N industry today, the increasing participation of all groups is to be pre- 
ink- size of corporate units is putting served. 
ized ) great strain on the maintenance of To assist companies seeking that 
iven | effective communication. Employee improvement, the Industrial Relations 
ased | surveys repeatedly indicate that what Section of Princeton University sur- 
‘oom } the employer assumes to be common _ veyed 84 firms in nine major industries 
laily | knowledge concerning company poli- on their methods of informing super- 
time } cies is really known and understood visors and employees about company 

by only a minority. The time is policies. Some of the survey results 
t of f "pe for improving communication in are presented below. 
din | American industry, if the responsible The effort to gain wide understand- 
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ing of policies can be measured in part 
by the number of written statements 
of policy and the area of their dis- 
tribution. Thus the fact that one-half 
of the 84 firms studied now distribute, 
or are about to distribute, complete 
statements of policy to supervisors and 
employees shows much progress has 
been made in this respect in recent 
years. The better record of distribution 
to supervisors (68 per cent as against 
50 per cent to employees) may indi- 
cate some management feeling that it 
is more essential to keep supervisors 
than employees fully informed on 
policy matters. It no doubt also re- 
flects the belief that supervisors should 
be the chief source of policy informa- 
tion for employees. 

Thirteen per cent of the respondent 
companies distribute information on a 
few policies to supervisors, while 9.5 
per cent give partial information to 
both supervisors and employees. These 
companies are apparently only “half 
persuaded” of the need for wide under- 
standing of company policies. One- 
tenth (9.5 per cent) of the 84 firms 
have to date made no distribution of 
written statements of industrial rela- 
tions policy. Representatives of a few 
of these firms expressed the need for 
formal statement of policies; others 
said they preferred not to put policies 
in writing because they wished to give 
as much flexibility as possible to execu- 
tive decisions and to avoid misinter- 
pretations of company statements. 

The survey indicated that written 
and spoken communications are almost 
always used to supplement each other 
in getting policy information across. 

Printed media used in keeping su- 
pervisors informed include: policy 
manuals, labor agreements and inter- 
pretations or awards, special manage- 
ment pamphlets, bulletins and letters, 
and material distributed to employees. 
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To avoid careless reception of vital 
information, the consensus of feeling 
is that printed policy announcements 
must be made the basis for conference. 
Regular conferences at which all policy 
changes are explained and questions 
concerning the printed announcements 
answered are, according to a large 
proportion of the 84 companies, the 
only really satisfactory means of gain- 
ing a consistent understanding of 
policies among various management 
levels. 

No such consensus was _ revealed 
in regard to maintenace of understand- 
ing of policies among rank and file. 
It was widely agreed that both written 
and verbal media should be used, 
but no particular combination stood 
out preeminently. Printed material for 
employees, dealing at least at times 
with policies, includes: general state- 
ments of policy, handbooks, booklets 
or bulletins on specific subjects, em- 
ployee magazines, and letters to indi- 
vidual workers. 

Many of the respondents use union 
as well as management channels for 
getting policy information to em- 
ployees. Unions are particularly active 
in distributing copies of labor con- 
tracts and in keeping their members 
informed on policies determined by the 
contract or relating to union demands. 
Almost half the firms that believed 
unionization had some effect on man- 
agement-employee communication felt 
the effect was to facilitate communica- 
tion; approximately one-fourth be 
lieved the union had an obstructive 
effect; and approximately another 
fourth reported varied experience. 

It is significant that less than one- 
sixth of the respondents indicated they 
had no special problems in commuti- 
cating with employees and supervisors 
and were reasonably satisfied with 
results. Many reasons were offered by 


The Management Review 


— 





the 

inefl 
of it 
that 


ence 
catic 
ploy 
due 

clari 
in ke 
com 
supe 
grou 
expe 
man 
to st 
had 

now 
same 
men’ 
supe 
issui 
ing 

cuss: 
most 
supe 
part 
to re 


rega: 
empl 
pani 
to e 
tives 
will 
speci 
doub 
is be 
infor 
want 
give 
knov 
supe! 
cific 
man 
great 
pany 


May 9 





vital 
ling 
ents 


nce, 
dlicy 
ions 
ents 
arge 
the 
rain- 
of 
nent 


aled 
and- 
file. 
itten 
ised, 


| for 
imes 
tate- 
klets 


indi- 


nion 
for 


ctive 
con- 
bers 
y the 
nds. 
eved 
nan- 

felt 


nica- 


ctive 
other 


one- 
they 
1unNi- 
isors 
with 
d by 





the other five-sixths to account for 
ineffectiveness in this important area 
of industrial relations. Some problems 
that stand out are: 

1. Clarification of aims. The differ- 
ence in the effectiveness of communi- 
cations with supervisors and with em- 
ployees revealed by the study may be 
due at least in part to the greater 
clarity of purpose of top managements 
in keeping supervisors informed. A few 
companies do not include first-line 
supervisors among the management 
group to receive policy manuals but 
expect the executives who receive the 
manuals to pass on the information 
to supervisors. Several companies that 
had previously followed this practice 
now send policy information at the 
same time to all members of manage- 
ment from vice presidents to first-line 
supervisors. Whatever the practice in 
issuing printed material or supplement- 
ing it with individual or group dis- 
cussion, the aim is usually clear. Al- 
most all companies today want their 
supervisors both to feel themselves a 
part of management and to be able 
to represent management to employees. 

The picture is quite different in 
regard to giving policy information to 
employees. Just one-half of the com- 
panies give information on all policies 
to employees. The number of execu- 
tives suggesting that employee good 
will was more important than any 
specific information indicates some 
doubt as to how close the relationship 
is between employee good will and an 
informational program. Do workers 
want only enough printed material to 
give them a sense of being “in the 
know”? Do they merely want the 
supervisur to be able to answer spe- 
cific questions as they occur? Is it to 
management’s gain to develop a 
greater employee interest in the com- 
pany and a real understanding of 
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the policies it follows in human rela- 
tions? These are important questions 
that management must answer if it is 
to make headway in clarifying its com- 
munication aims. 


2. The role of the supervisor. The two 
points that appear to need most con- 
sideration in respect to the supervisor’s 
role in communication are: (1) the 
extent to which management should 
depend on the supervisor to give in- 
formation as well as to explain its 
meaning, and (2) the special training 
required to make the supervisor a 
reliable and effective channel. 


3. The role of the union. Practices 
found among the companies studied 
varied from making the union the 
principal channel to using it no more 
than the process of collective bargain- 
ing required. Most executives today 
recognize, however, that whatever 
channels are used, employees seek in- 
formation from their shop steward as 
well as from their foreman. It is thus 
advisable for management to insure 
that accurate information is given the 
shop steward. It has been found, how- 
ever, that in planning in this respect 
it is sometimes necessary to differen- 
tiate between controversial and non- 
controversial information and not to 
count on union cooperation in trans- 
mitting the former. 


Failure at any one of these points— 
clarification of aims, strengthening of 
supervisory channels, determination of 
the extent to which the union may be 
used in transmitting information—will 
handicap a company’s efforts to gain 
general understanding of industrial re- 
lations policies. 


As far as can be judged from the 
experience of 84 companies, there is 
need for major improvement in the 
efforts of many firms if they are to 
create even moderate understanding 
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of industrial relations policies among 
their supervisors and employees. For 
the large majority, there is need for 
continuous study of a subject that is 
always a difficult aspect of industrial 





pact upon the individual worker. 

From Company-Wide Understanj. 
ing of Industrial Relations Policies: 4 
Study in Communications. By Helen 
Baker. Industrial Relations Section, 
Department of Economics and Social 


relations—employee understanding of [ystitutions, Princeton University, 
management policies and of their im- 
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Company Practices in Handling Layoffs 


HE business barometer, though still riding high and healthy, has developed a 

few jiggles. Here and there layoffs—some seasonal, some due to diminishing 
backlogs—are reflecting the “catching up” stage in our industrial economy. 

The process of laying off workers is a delicate business. The “shock” method 
—a cold announcement on a bulletin board, a pink slip—is now widely recognized 
as a sure way to lose worker and community good will. 

A Mill & Factory check with 43 top-flight labor relations men—small, medium 
and large companies—brought to light the following new and effective practices: 

1. Workers get advance notice of layoff. Arrangements vary from 24 hours’ to 
two weeks’ notice—depending on management’s own knowledge of conditions that 
make the layoff necessary. Advance notice permits employees to plan how to use 
their free time. 

2. On long-term or indefinite layoffs, management sends each affected worker 
a personal letter, telling the reason for the layoff and its probable duration. Letter 
also contains pointers about unemployment insurance, the worker’s right to accrued 
vacation pay, and any other information that might be useful to him. Following is 
an example of this type of letter: 


To: Richard Green 
Dept.: Grinding 
Clock No.: G-116 


Dear Mr. Green: 

The company regrets that it is necessary to place you on layoff status at 
the end of your shift on December 17, 1948. We do not at this time know how 
long this layoff will last, but we will notify you to return to work as soon as 
conditions permit. 

This temporary reduction is made necessary by the fact that sales have 
decreased during the last three months. However, we anticipate new orders 
after the first of the year that will enable us to operate on our former basis. 

We think you would like to know the following facts about your status 
while on layoff: 

1. You are carried on the company’s books as an employee and your 
seniority continues to accumulate for all purposes (including vacations) during 
the layoff period. 

2. You will be recalled to work before any other laid-off employee in your 
department who has less seniority. 

3. During your layoff period, you are entitled to unemployment compensa- 
tion. We suggest that you report immediately after your layoff to the State 
Unemployment Insurance office, which is located in this city at 327 Market 
Street. This office will tell you about your rights under the state law. 

4. At the present time, under this company’s policy, you are entitled to 
four days’ accrued vacation pay. In your case, this amounts to $48 less the 
usual tax deductions. 

We are very interested in utilizing your services again as soon as we are 
able, and we trust that any temporary employment you obtain elsewhere during 
the layoff period will be such that you can return to us as soon as we notify 

ou. 
‘ If you have any questions, don’t hesitate to talk to your .foreman. He’ll 
be glad to fill in any gaps. 
Sincerely yours, 
(Signed) James Strong 
Plant Superintendent 

P.S.: Please let us know about any change in your address during the 

layoff period. 


3. On. short-term layoffs, management sends each affected worker a special 
notice. This note indicates the duration of the layoff and the reason for it. 
—Lawrence Stessin in Mill & Factory 2/49 
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Management's Right to Discipline Strikers 


By BENJAMIN WERNE 
Member of the New York Bar* 


ECENT decisions have developed 
R the right of management to take 
disciplinary action against strikers and 
have emphasized the importance of the 
no-strike clause in the labor agreement. 
Whether the right of disciplinary ac- 
tion exists depends on the nature of 
the strike and the provisions of the 
labor contract if such an agreement has 
been consummated. These rights may 
he summarized briefly as follows: 

1. Management may discipline, in- 
cluding the penalty of discharge, eco- 
nomic strikers who go “on strike in 
violation of the no-strike clause” of 
the labor contract. (An economic strike 
is a walkout for reasons other than 
unfair labor practices by management, 
such as to compel payment of a wage 
increase or acquiescence in other de- 
mands of the union.) 

2. Economic strikers may be per- 
manently replaced and the terms and 
conditions of employment of replace- 
ments may be consummated without 
consultation with the union even 
though it has been the bargaining rep- 
resentative of the employees. 

3. Management may discipline strik- 
ers who violate the no-strike ciause of 
the contract even though the strike 
was caused by management’s unfair 
labor practices. While management’s 
conduct leading to the strike was il- 
legal, it does not excuse the breach of 
the no-strike pledge. The no-strike 
clause is designed to preclude recourse 
to economic weapons and _ substitute 
collective bargaining for the use there- 
of during the term of the labor agree- 
ment. 





4. Seniority credit toward vacation 
and pension benefits may be denied 
economic strikers for the period of the 
strike, and may be granted non-strik- 
ers who were willing and ready to 
work during the strike but were un- 
able to do so because of the strike. In 
addition, such non-strikers may be 
compensated for their involuntary loss 
of time during the strike without mak- 
ing the same payments to the strikers. 
Management has the right to pay non- 
strikers for the purpose of holding in- 
tact the non-striking portion of its 
working staff. It must be noted, how- 
ever, that in the case in which this 
decision was made, the non-strikers 
were not in the same bargaining unit 
as the strikers but were unable to 
work, though they expressed willing- 
ness and readiness to do so, because 
of the cessation of operations caused 
by the strikers. 


5. The relative seniority of the eco- 
nomic strikers and of the non-strikers 
for the period of the strike cannot be 
affected and must remain the same 
even though the non-strikers were 
ready and willing to work. Disparity 
of treatment in this matter would make 
the strikers more vulnerable to layoff 
or discharge upon a reduction of force 
necessitated by economic conditions 
and, according to the NLRB, would 
thereby affect the strikers’ tenure of 
employment by reason of the strike. 
Subjecting the strikers to the possi- 
bility of earlier layoff or discharge 
caused by the change of relative senior- 
ity for the strike period would be dis- 
criminatory treatment. 


*And Adjunct Professor of Industrial Relations, Graduate School of Business Administration, 


New York University. 
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6. Economic strikers who make a 
mass application for reinstatement at 
a time when all jobs are filled by re- 
placements do not thereby obligate the 
employer to rehire them at a later date 
when job openings occur unless there 
is a clear understanding that this ap- 
plication is to be treated as a continu- 
ing one. Such strikers must renew 
their applications for reinstatement. 
The fact that the strikers may be stand- 
ing at the plant gates is insufficient, 
they need not be reemployed unless 
they convey knowledge to the employer 
that they are thereby seeking reem- 
ployment. Manifestly it will be dis- 
criminatory to deny the strikers reem- 
ployment merely because they went on 
strike. 

7. Management has the right to dis- 
cipline employees who strike for the 
purpose of compelling recognition of 
their union when another union has 
been certified by the Labor Board as 
bargaining representative of the em- 
ployees. The present law permits the 
employer so struck to proceed against 
the striking union as well as against 
the employees by filing unfair labor 
practice charges against the striking 
union and its agents. In that event, the 
Board must make immediate applica- 
tion to the Federal District Court for 
temporary injunction against such a 
strike pending final decision on the 
case by the Board. 

What this means to you as an em- 
ployer may be illustrated by the fol- 
lowing two examples: 

A. If your plant is unionized and 
your contract is about to expire. 

The particular union may have beer. 
unsatisfactory and lost membership. A 
rival union challenges its right to rep- 
resent your employees, demands rec- 
ognition, wins an election held by the 
National Labor Relations Board, and 
is certified by the Board as the proper 
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bargaining agency. The losing union 
orders a strike. Should the employees 
strike on orders of the losing union, 
you may now replace the strikers and 
need have no concern about rehiring 
them. Such a strike is obviously for 
the purpose of forcing you to recognize 
an old union when you have a legal 
duty to bargain with the newly certi- 
fied union. In other words, the strike 
was called to compel the company to 
violate its obligations under the 
Board’s certification. Strikers cannot 
claim the benefits of the Taft-Hartley 
Act to save their jobs when the pur- 
pose of their strike is to force the 
employer to violate that Act. You may 
also proceed against the striking union 
before the Labor Board as indicated 
above. 

B. If your plant is not unionized and 
a union attempts to organize it, an 
election is ordered by the Board. 

The union loses the election and 
strikes the employer for purposes of 
compelling recognition. Since the elec- 
tion demonstrated the union’s lack of 
majority status, the object of the strike 
will appear, on principle, to be illegal. 
Recognition of the union as exclusive 
bargaining representative of the em- 
ployees would be an unfair labor prac- 
tice. The present law affords you no 
relief against such an illegal strike. If 
the strike is accompanied by picketing 
marked with violence, such conduct 
will be subject to injunction. 

A recent decision of the Supreme 
Court holds that the right to strike is 
not absolute and can be regulated by 
statute. The case tested the validity 
of a new method of putting pressure 
upon the employer. The plan consisted 
of calling repeated special meetings of 
the union during work hours and at 
any time the union saw fit. The em- 
ployees then left their work to attend 
the meeting. No notice was given the 
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on employer nor was the. latter apprised tiation of the union demand for in- 
“es | as to when or whether the employees creased compensation for overtime 
on, would return to work. Instead of as- work, the employees worked their reg- 
nd serting its authority to discipline em- ular workday during the busy season 
ng ployees for such repeated interference but concertedly refused to do neces- 
for with production, the employer filed sary overtime work unless the em- 
ize | charges against the union with the ployer yielded to the union’s demand 
zal state labor board. The court sustained in regard to overtime work. 

ti- the validity of an order requiring the (2) Where a group of employees 
ke union under a provision of the state stopped work during the day and re- 
to | statute to cease and desist from such fused to continue work, remaining at 
he conduct. The implication of the de- their machines unless their demands 
1ot | cision is that management’s disciplin- were immediately met, despite manage- 
ley | ary authority might well have been ment’s promise to discuss the demands 


ir- | exercised to prevent unreasonable in- with them as a group at the close of 
he | terference with production. the workday. 
ay In somewhat similar situations, the (3) Where employees while work- 


on U. S. Court of Appeals has sanctioned ing repeatedly and concertedly refused 
ed | the exercise of management’s right to to comply with a company rule, for 
discipline in connection with compar- the purpose of compelling change in 
nd | able work stoppages. Typical of such the rule despite warnings that willful 
an | situations are: and deliberate violation of the rule 
(1) Where after unsuccessful nego- would result in dismissal. 

nd 


Preventing Abuse of Rest-Period Privileges 


ike A= REST periods being abused in your plant or office? Are there too many 
laggards when time comes for workers to return to their jobs? Many em- 

ef ployers say “yes” and are asking what other companies do to handle this situation. 

lve Here are some remedies : 

m- 1. Staggering of rest periods is the suggestion offered by most labor relations 

men queried. The reason: Employees waiting for their rest period pressure those 


ac- resting to return to work. 
no _ 2, About three minutes before the rest period is up, many companies sound a 
Tf signal —a bell or buzzer. 
3. If you have a union, here’s your best cue: At negotiation time make it 
ing clear to the union that the privilege of rest periods is granted with the under- 
uct standing that there will be no abuses. In fact, write it into your contract this way: 
The provisions for rest periods as set forth in this agreement are agreed to by 
the company upon the understanding that the employees assume responsibility for 
me return to their places of work by the expiration of the specified rest period. If such 
: privilege is abused by the employees to such extent that it cannot be enforced by 
> 1S individual discipline, the company will call the matter to the attention of the union 
in writing, and if such abuses continue for five days after such notice has been sent, 
by the company may discontinue rest periods for any shift or department for such time 
it as the company may deem proper. ; 
y With such a provision, the shop stewards will do their own policing. 
ure 4. A few employers have the workers clock “in” and “out” for rest periods. 
ted This is a cumbersome method, but it works well in smaller companies or where 
of the time clocks are in each department. Outfits using the clocking system dock 
| workers who abuse the rest period privileges. ; 
at In many instances, rest period violations are the result of bad facilities. 
m- Such factors as small rest rooms, crowded aisles, bad housekeeping all con- 
Be tribute. Before pointing a finger at worker violations, be sure that strictly mana- 
ll gerial causes are not the principal villains. 
the —Employee Relations Bulletin (National Foremen’s Institute, Inc.) 2/28/49 
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Some Problems of 


ANAGEMENT has, in too many 
cases, poured tremendous quan- 
tities of time, effort, and money into 
industrial training programs without 
appropriate return. For this reason, it 
seems worth while to discuss the prob- 
lem of training as a distinct and im- 
portant area of human relations in in- 
dustry. 


What is the typical situation when 
the staff expert enters the problem of 
training? One experience I had will 
serve to illustrate. I started a series 
of training sessions, on this occasion, 
in an industrial setup where manage- 
ment’s diagnosis was: “What these 
people need is more human relations. 
You run these sessions for them on 
human relations, and I think they’ll be 
a lot better off.” This statement should 
have been enough of a diagnostic sign 
to warn me that was not the time or 
the way to try to change human rela- 
tions skills. The training sessions went 
fine—and everything that was learned 
stayed right in the training depart- 
ment’s classrooms. Real progress was 
made in the training; every week the 
trainees came to the sessions ready to 
go ahead of where they were the week 
before—and every week they went 
back to their jobs and did them in 
just the same way as they had been 
doing them for years. 


This should not be interpreted as an 
indictment of management for failing 
to realize the proper nature and role 
of training. Too often, the “expert” 
has taken the responsibility for the 
planning and execution of encapsulated 
training programs that produce change 
in the classroom but nowhere else. 
Since the difficulty apparently lies in 
the heart of the problem of learning 
itself, it seems advisable to probe that 
more deeply. 
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Industrial Training 


In almost no other case does the 
problem of learning appear so clearly 
to be one of the reorganization of , 
complex perceptual field, rather than 
the simple addition of little positive 
and negative values to certain attitudes 
and ways of doing things. The person 
to be trained is imbedded in a world 
in which he sees, in addition to people 
and things, all sorts of barriers, threats, 
and anxieties, goals and paths to goals, 
His patterning of them and his relation 
to them is part of the basic patterning 
of his adjustment to his life situation. 


If we want to make a change in 
some part of this pattern—to change 
an attitude or a bit of behavior—we 
make some change, however small, in 
this basic adjustment. Because these 
things are part of a whole pattern, it 
becomes impossible to change one or 
two of them without regard to the 
others—to add or subtract a way of 
doing something or to strengthen or 
weaken a motive. They are elaborately 
interdependent, and the bit of behavior 
we want to change by training is the 
way it is because of the function it 
serves in relation to the whole. Thus 
to change it we must change the pat- 
tern in which it fits. We must bring 
about, on some scale, a reorganization 
of the perceptual field. 


What does this mean in the actual 
training situation? Let’s consider a 
specific example: Almost any standard 
training program for foremen will con- 
tain some such precept as “Never rep- 
rimand a worker before his fellow- 
workers.” Let’s suppose we have a 
foreman in class who is notorious for 
doing just that. The staff training man 
explains why this is wrong, gives 
proof. Our foreman’s responses may 
show he has learned the precept. If 
we give the group case histories in- 
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volving the principle, he may be first 
to diagnose the difficulty and criticize 
the foreman in the story for reprimand- 


ing a worker before his fellows. But, 


he may quite possibly go back to his 
job and do exactly as before. In other 
words, he has learned all the answers 
that should be given in the classroom, 
but he has failed to learn the connec- 
tion between those answers and what 
he does on the job. And the reason he 
has failed to learn the connection is 
that his past behavior on the job has 
won him management approval. His 
supervisor sees him as a foreman who 
won't let his men get away with a 
thing, who keeps them up to the mark. 
In this situation he has succeeded, and 
his behavior is such that it fits his 
role in the total picture. 

Our training often follows this 
course. Instead of producing a reor- 
ganization of the field of the real situa- 
tion, we often: set up another less real, 
encapsulated situation that never 
makes contact with the one that wins 
approval in practice. 

The purpose of training is to pro- 
duce a change in behavior. Existing 
behavior patterns are part of, and are 
moulded by, the culture of the work 
group as a whole. It is exceedingly 
dificult to produce in an individual a 
hehavior change that violates the cul- 
ture in which his behavior is imbedded. 
Unfortunately, the members of the per- 
sonnel department’s training staff con- 
trol the culture only in the limited area 
of their training classrooms. 

When we phrase the. problem in 
terms of making a change in the exist- 
ing work-culture pattern, we become 
aware of its important implications: 

1. Since plant-wide culture is deter- 
mined, in most of its broad values, by 
line personnel, and since it is hard to 
produce a behavior change that will 
violate the culture, line management 
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must do the training or have a remark- 
ably close liaison with the training 
staff. The former is probably the more 
practical alternative. 

2. Not only are the cultural values 
mainly determined by line personnel, 
but the work group’s own immediate 
superior is the most effective and most 
immediate controller of values. Con- 
sequently, again, the immediate su- 
perior is either the proper person to 
do the training or else he must main- 
tain a remarkably close liaison with 
the trainer. Again, the former is prob- 
ably the simpler alternative. 

3. The culture of the work situation 
is a thing that is being made and re- 
made, established and supported all 
day every day by all the acts and atti- 
tudes and omissions of line manage- 
ment. For each man, his environment 
is constantly taking new shapes and 
patterns as he sees his superior’s stands 
on certain subjects and as his relation 
to them changes. His reorganizations 
of his picture of this environment and 
his realization that certain ways of act- 
ing lead to success and security in this 
environment are what we call learning. 
Line management is doing the train- 
ing whether it wants to or not, and 
it is doing it all day every day. 

In many cases we try to forget this 
responsibility, and to hope that we can 
undo an existing bad situation by de- 
voting a weekly half-hour training ses- 
sion to a statement of what would be 
a better one. This seems to be pure 
escapism. 

A good industrial example of the 
situation where we teach one thing 
and build a mould that teaches another 
is given by Joe Scanlon in the Life 
Round Table (Life, July 12, 1948, pp. 
98-99). He points out that we tell 
workers to pull together, to work as a 
team, that they are one big happy 
family, and then, with individual in- 
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centive systems, we put them in com- 
petition: for survival against one an- 
other. “They begin. to act,’ Scanlon 
says, “like the selfish, nasty individuals 
you are creating.” 

All these line-management acts—the 
way the foreman says “hello,” the man- 
ner in which a suggestion is received, 
the responsibility given a subordinate, 
the approbration given a fast deal—are 
the things that do the consistent day- 
to-day training. Since, then, line man- 
agement is training all day every day 
by shaping the work environment, they 
should do the training because only 
they can prevent classroom encapsula- 
tion. 

Unless formal training is closely in- 
tegrated with the informal day-to-day 
training by supervisors, it cannot suc- 
ceed. Thus the training specialist, 
called in as an “expert,” faces a di- 
lemma. He can do “classroom” train- 
ing, with its lack of far-reaching ef- 
fects, or he can weigh the likelihood 
that his proposal will be rejected if he 
suggests. that training should begin 
with and eventually be conducted by 
the group that called him in. 

This seems to be the crux of the 
line-staff problem with respect to train- 
ing. If he chooses the former course, 
he seems doomed to failure, or at best 
an infinitesimal amount of success. He 
must usurp part of the function that 
falls naturally to line management, and 
try to produce changes with few of the 
tools and powers to make these 
changes. Clearly, the other alternative 
is better for both the organization and 
the training specialist. If he chooses the 
staff role of assisting and advising the 
line function what can he do? 

The staff expert can utilize his tech- 
nical skills to help line personnel frame 
the training problem and make its di- 
mensions explicit, anticipate difficulties 


in the training process, help line man- 
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agement become aware of his training 
techniques, and teach new skills and 
devices which can be used in training, 
He can help plan meetings and con- 
tacts, try them out in practice sessions, 
attend the meetings and evaluate the 
results with the leader. He can work 
with the line man in implementing ob- 
jectives with a schedule of steps for 
accomplishment, but, by and large, he 
cannot take the responsibility for ef- 
fecting their accomplishment. 
Throughout this discussion, I have 
kept the training problem under con- 
sideration at the rather difficult level 
of training in human relations, fore- 
manship, and the like. The question 
immediately arises: Even if all this is 
true of these complex problems, can’t 
the training staff teach the routine, 
simple things directly? Let’s take an 
example: In routine induction orienta- 
tion, the training department instructs 
the new worker about the hour to re- 
port to work, etc. There’s no leeway. 
He must be there at eight o'clock 
sharp. After he has learned this, he 
starts on the job. Perhaps the fore- 
man feels that anyone who gets in by 
8:05 is justifiably spending his time 
getting tools. The employee has to 
learn again (and this time for keeps) 
how late is late, because only the fore- 
man’s view of this question has real 
meaning now. We are again pinched at 
the point where the staff man tries 
to take over an area that must properly 
belong to the line. There is no question 
but what, in the interests of efficiency, 
some such training functions have been 
successfully delegated to people in pure 
staff positions, but in many cases, even 
such routine things as induction ofi- 
entation have become a meaningless 
period to be passed through before an 
employee “really learns” about his job. 
Completely formalized matters, such as 
company benefits, automatic increases, 
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the location of the infirmary, and the 
like, seem safe for staff treatment. 

To sum up, we have viewed learn- 
ing through training as a reorganiza- 
tion of the work environment—an en- 
vironment chiefly controlled by line 
management. This means, at once, that 
the line is continuously training and 
that it should take the responsibility 


for formal training, leaving the staff 
aide a role of help and advice. This 
does not, however, mean that the psy- 
chologist as “expert” does not have a 
large and active role in industrial train- 
ing. 

By Mason Harre. The Journal of 
Social Issues, Summer, 1948, p. 41:7. 
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Static: Industry's High-Voltage Hot Foot 


TATIC electricity is one of indus- 
i. most devastating saboteurs. 
Annually, industrial losses from static- 
caused fires and explosions include 
dozens of lives, run into millions of 
dollars. 

Here are some typical industrial dis- 
asters attributed to static: 

A Minnesota fiber plant suffered 
losses amounting to $70,000 when a 
fire, apparently ignited by a static 
spark leaping from a_bale-breaking 
machine, spread along the straw in a 
conveyor system, swept into the drying 
room, and was out of control a mo- 
ment later. 

An Illinois farm machinery plant 
suffered fire losses amounting to $250,- 
000 when an employee who was wiping 
plow parts with a naphtha-dipped rag 
touched off a static spark as he thrust 
his hand into a 10-gallon can. 

But such spectacular losses are only 
“Exhibit A” in the case against static. 
There’s lots of evidence of its subtler 
sabotage. 

In paper mills, static-produced mag- 
netism makes sheets stick together 
glue-tight, causing slowdowns and in- 
terruptions. In fabric mills, it makes 
fiber ends stand stiffly upright, thus 
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roughening surfaces and at times buck- 
ling machinery. In thousands of fac- 
tories and shops, its sudden unex- 
pected appearance in the form of a 
spark has caused workmen to jerk 
backward into moving machinery, fall 
from girders, and entangle arms in 
gears and wheels. Losses resulting 
from these evidences of static at work 
can hardly be estimated. 

Too many concerns are not fully 
aware of the static threat within their 
own plants and as a result are in 
danger right now. The most modern 
methods of combating static are not 
being utilized as widely or as intensive- 
ly as they deserve to be. 

Since the production of static elec- 
tricity normally cannot be prevented, 
the principal methods of protection in- 
volve carrying off charges harmlessly 
through grounding, humidity control, 
and neutralizing. In factories where 
equipment consists of a number of 
machines that are insulated from each 
other, the safest practice is to inter- 
connect all metal parts with copper 
wire and then ground the system with 
a common ground wire. 

One of the most effective safeguards 
ever developed turned up in recent 
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years in the form of conductive rub- 
ber belting which, when used with a 
steel pulley—itself a conductor—pre- 
vents static generation at the source. 

The same type of conductive rubber 
is also being used for truck tires, 
tubing, matting, table tops, flooring. 

In industries where slight dampness 
does not harm products, humidifying 
the atmosphere through ventilating 
systems, steam jets, or other means has 
reduced the threat of static sparks by 
a wide margin. Moisture, of course, 
drains off woltage like any other con- 
ductor. As a result, a factory that 
would be within the danger zone with 
a relative humidity of 10 to 20 per cent 
can be made nearly secure from static 
discharges when the humidity is in- 
creased to 60 per cent or above. 

Another safeguard is the electrical 
“neutralizer,” which has proved espe- 
cially valuable in textile mills where 
excessive humidity might damage fab- 
rics. The neutralizer produces an ion- 
ized or conductive atmosphere through 
the use of ordinary alternating cur- 
rents. A strong positive-negative elec- 
trical field is created and static charges 
on material passing through are in- 
stantly neutralized by opposite charges 
within the field. Neutralizers are also 
being used in tissue mills, where static 
has a habit of making sheets stick to 
rolls, jam machinery, and causes pro- 
longed breakdowns. 

Still another innovation in the cam- 
paign against static is a series of anti- 
static compounds which can be sprayed, 
wiped, or brushed on such diverse 
static-builders as auto doorhandles, in- 
ner tubes, meters, plastic sheets, and 
printing press cylinders. The com- 





pounds, developed by the Merix Chem- 
ical Company of Chicago, leave a thin 
insulating film which is claimed to last 
indefinitely unless used on a moving 
part, in which case friction wear re- 
quires reapplication. 

No factory that confronts a static 
hazard can be protected adequately un- 
less workers, themselves, are properly 
grounded. The reason is that the hu- 
man body is capable of storing up sur- 
prisingly strong electric charges. Fur- 
thermore, as many people have sus- 
pected, there are some individuals who 
tend to build up static to a much 
higher degree than is normal. These 
“human dynamos,” whose fingers reel 
off elevator buttons and doorknobs 
with agonizing regularity, are likely to 
have uncommonly dry skin, a charac- 
teristic that tends to prevent static ac- 
cumulations from flowing off the body. 
Instead, they store up until a spark 
ensues. 

There is considerable evidence to 
show that such super-charged indi- 
viduals are a real hazard if allowed to 
work near inflammable vapors or 
dusts. It is not difficult to determine 
scientifically whether individual work- 
ers tend to store up static. The test 
involves a measuring device connected 
by wire to foot plates upon which a 
worker is asked to stand. His resist- 
ance to ground is then indicated in 
megohms on the scale meter, which is 
divided into two sections : one in which 
the resistance is considered safe, and 
the other in which the resistance is 
shown to be too high for work in haz- 
ardous areas. 


By Lewis A. Ritey. Commerce, 
February, 1949, p. 15:7. 





e BETTER MANAGEMENT brings about simplification. Washington, for ex- 
ample, offers 30,000 different types and ratings of motors to customers, but those 
motors are all assembled from just 126 standard parts, as against the 2,800 pre- 


viously required. 
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Industrial Engineering Practices: A Survey 


O DETERMINE current busi- 
oF en practices in the field of in- 
dustrial engineering, a questionnaire 
survey was conducted recently by the 
University of Iowa among 89 com- 
panies in leading industries through- 
out the United States. Organizations 
included in the study were those par- 
ticipating in a work measurement 
project in progress at the University 
and others thought to be especially in- 
terested in industrial engineering. No 
attempt was made to obtain data from 
a typical cross-section of American in- 
dustry. Principal findings of the survey 
are presented below. 

In 12 per cent of the companies, the 
head of industrial engineering reports 
to the vice president; in 20 per cent, 
to the superintendent; in 50 per cent, 
tothe group consisting of general man- 
ager, factory manager, works man- 
ager, and plant manager. 

In 10 per cent of the companies, the 
chief industrial engineer thought he 
should report to the vice president ; 
in 12 per cent, to the superintendent ; 
in 53 per cent, to the general manager 
group. 

For convenience in analyzing the 
data, the 89 companies have been 
divided into three groups on the basis 
of the total number of hourly factory 
employees. There were 30 companies 
employing 73 to 500 people, 38 em- 
ploying 501 to 2,000, and 21 employ- 
ing 2,001 to 15,000 people. 

Small and medium-sized companies 
employ a greater percentage of female 
workers than do larger companies. 
Twenty-three per cent of all hourly 
factory workers in all plants are fe- 
male. 

The large companies have a slightly 
higher percentage of hourly factory 
employees on indirect labor than do the 
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small plants. The average for all plants 
is 32 per cent. 

Average size of the 89 plants is 2,- 
021 hourly factory employees, and this 
“average plant” has 25.1 people in its 
industrial engineering department. 

The number of people in the indus- 
trial engineering department per 1,000 
employees is slightly greater in the 
small plants, slightly smaller in the 
large plants. For all plants, the average 
is 14 people per 1,000 employees. 

Seventy-eight per cent of all plants 
use standard data in determining time 
standards; 22 per cent do not use 
standard data. Nearly all the larger 
plants use standard data, while only 
50 per cent of the smaller plants use it. 

Thirty-six per cent of the piece rates 
or time standards are based on stand- 
ard data in the 89 plants. The larger 
companies make greater use of stand- 
ard data for this purpose than do the 
smaller ones. 

One hundred per cent of the com- 
panies using wage incentives use time 
study for setting time standards as a 
basis for their wage incentives. Eight 
per cent use past performance, and 7 
per cent make an estimate. The rea- 
son the percentage totals more than 
100 is that some of the companies use 
more than one method. 

Few companies will change a time 
standard for any reason other than a 
“change in method” or a “clerical 
error” in computing the time standard. 

All but one of the companies report- 
ing use some system of rating effort, 
speed, pace, or skill in determining 
time standards from stop-watch time 
study. 

Seventy-three per cent of all com- 
panies use the “100 per cent plan” of 
performance rating. Thirteen per cent 
use the “point system” (60 points= 
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normal performance), 13 per cent use 
the “Westinghouse method” (level 
skill, effort, conditions, and consist- 
ency), and 4 per cent use other meth- 
ods. A few of the companies use more 
than one method, thus the total here 
is more than 100 per cent. 

Eighty-two per cent of the compan- 
ies have one or more unions in their 
plant. Eighteen per cent have no 
unions. 

Fifteen per cent of the companies 
have union time study stewards in 
their plants. 

Forty-six per cent of the companies 
have sections in their union contract 
pertaining to time study work. Eleven 
per cent have no union contract. 

Ninety-two per cent of the compan- 
ies pay some or all of their hourly 
factory employees on an _ incentive 
basis ; 8 per cent do not. 

On the average, 65 per cent of the 
direct factory labor for all plants is on 
incentive. Medium-sized companies 
have 72 per cent on incentive. 

In plants using wage incentives, em- 
ployees earn on the average of 25 per 
cent above the base rate or hourly rate. 

Twenty per cent of indirect factory 
labor in all plants surveyed is on in- 
centive. 





Wage incentive plans in use by firms 
surveyed were as follows: Thirty-five 
per cent of all the companies pay 
straight piece rate; 36 per cent use 
the 100 per cent premium plan; 20 
per cent use a split-premium plan; 2 
per cent use a departmental or plant 
bonus ; and 12 per cent use other plans. 
The reason the percentages total more 
than 100 is that several firms use more 
than one plan. Of the 89 companies, 
seven use no wage incentive plans. 


Seventy per cent of the respondents 
use the continuous method of taking 
time study data; 55 per cent use the 
repetitive method; 12 per cent use the 
accumulative method. Fifty-three pet 
cent make greatest use of the continu- 
ous method of taking time study data; 
42 per cent, the repetitive; 5 per cent, 
the accumulative. 


In setting time standards for funda- 
mental hand motions or combinations 
of hand motions, 19 per cent of all 
plants use motion-time data. Eighty- 
one per cent do not. 


Industrial Engineering Survey. By 
Ralph M. Barnes. Industrial Engineer- 
ing Report No. 101, College of Engi- 
neering, University of Iowa, 1949. 47 
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Training Supervisors in Quality Control 


comes increasingly competitive. What techniques does management use to 


Q eames in control is assuming more and more importance as business be- 


train its supervisors in this vital aspect of production? The Associated Indus- 
tries of Cleveland recently queried Cleveland firms, learned that they rely, for the 
most part, on the conference technique. Some programs are formal, some not, 
but in nearly every case the plant official responsible was satisfied with results. 


One firm gave an eight-week course on quality control to its key production 
men. Facilities of a local college were used, but classes were taught by company 


instructors. 


Here’s how the typical program is run: A series of conferences is first held 
for top level production staff. To drive home certain points, moving pictures or 
statistical charts are shown. Next step is to reach front line foremen whose 
responsibility it is to train the setup men. In this case, it is often practice for 
the company engineer, who acts as instructor, to use a particular operation to 
illustrate each point. When a specific job requires it, quality control is also taught 
to line employees, but none of the respondents had a general quality control 


program for the rank and file. 
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Should Net Replace 


ODAY manufacturers of indus- 
foe supplies are weighing the ad- 
vantages of net pricing, considering 
the advisability of substituting it for 
the traditional list-discount pricing 
method. Among its lures are not only 
saved clerical time for producer, dis- 
tributor, and customer—which means 
lower distribution costs—but also more 
accurate pricing in relation to cost per 
item. Presented here are some of the 
pros and cons manufacturers must con- 
sider before coming to a decision. 

The practice of cataloging and pub- 
lishing mathematically uniform, high 
list prices subject to variable discounts 
—either a single discount or a series 
of “chain” discounts—has merited gen- 
eral acceptance through years of con- 
tinued use by makers of industrial sup- 
plies. Principal advantages to manu- 
facturer, distributor, and consumer 
alike reside in the ability to make quick 
superficial price comparisons and in 
the convenience in making price 
changes by the simple expedient of 
varying the discount, leaving list prices 
unchanged. 

Net pricing, as the term implies, is 
the publication by the manufacturer of 
the actual net price the consumer is 
asked to pay, item by item, for all 
cataloged standard products. 

Consideration of some of the falla- 
cies in the list-discount method dis- 
closes that uniformity of list is at best 
a theoretical value expressing a seem- 
ingly logical rather than an actual re- 
flection of differences in producing 
costs. This is the case particularly 
where tooling and labor are the major 
cost elements. For example, one size 
of a group of listed items may be in 
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List-Discount Pricing? 


such demand that long uninterrupted 
manufacturing runs may be made on 
high-speed equipment with multiple 
tooling at low unit cost, yet the next 
listed smaller size of the identical prod- 
uct may be in such small demand as to 
require short manufacturing runs, 
which will mean a disproportionate 
cost in setup time, slower rate of 
production, and much higher unit cost. 

There are several other examples 
that might be cited, if space permitted, 
to indicate that a theoretical fixed list 
less variable discount may not ade- 
quately reflect a consistent pricing 
structure where list prices are in fixed 
proportional relationship item by 
item. Under modern cost accounting 
practices and assuming a sharply com- 
petitive market, a net pricing method 
would presumably assure more ac- 
curate item pricing, particularly where 
the manufacturer has established mod- 
ern cost accounting procedures and 
cost controls. 

True, manufacturers who use casual 
cost controls and simply follow the 
leader’s published list, letting the dis- 
counts fall where they produce busi- 
ness, trusting to luck on the balance, 
would get less benefit from net pricing. 

Two tasks face the manufacturer 
who contemplates the net pricing 
method: (1) He must clearly establish 
the minimum economic unit of sale 
upon which his published net prices 
are based to the consumer. (2) He 
must determine his distributor-dealer 
cost of operation to be sure that his 
published net consumer prices incorpo- 
rate these essential costs plus a reason- 
able net profit to his distributor-dealer. 

The manufacturer’s urge to sell in 
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larger units must be expressed in a 
price advantage to the consumer, be- 
cause the consumer left to his own 
devices will couple quick availability 
with smaller unit purchases in keeping 
inventories down. 

If the same list price is used for 
both the higher economical units of 
sale implying a lower cost element for 
quick availability, and the alternative 
low units bought at frequent intervals 
requiring spot quick availability plus 
added costs of handling, the buyer may 
well be paying more than he should on 
the one hand and too little on the 
other. In any event, the buyer is en- 
titled to printed information showing: 
(1) the smallest economical unit for 
purchase per item, (2) the relative 
price value of dependable, quick avail- 
ability where he prefers to buy in 
smaller units as his needs dictate. 

An obvious solution is for the man- 
ufacturer to have two clearly stated 
sets of net prices not in exact mathe- 
matical relationship, which relationship 
would be a necessity if the list-less- 
discount system is to be used. Pub- 
lished net prices so devised carry the 
respect of the buyer, who is most fre- 
quently a manufacturer himself, and 
well posted on the vagaries of the 
high list. 

Again referring to the unit of sale 
on a per item basis, the practice of 
“averaging” to spread all costs into 
one mathematically uniform high list 
may be a convenient short cut for the 
manufacturer, provided only that he 
can in practice control his order flow 
per item above the smallest economic 
unit for handling. “Averaging” should 
not stop at the manufacturer’s ship- 
ping dock, however, but should also 
contemplate the distributor’s problem 
where local availability costs come into 
play. Where the distributor must in- 
voke the same “averaging” price 
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method, the resulting consumer price 
bears little resemblance to actual costs 
of production and distribution item by 
item. , 

There are some good things to be 
said of the mathematically uniform 
high-list-and-discount method included 
in the manufacturer’s general catalog. 
The catalog list prices stand for a 
period of years. Likewise, distributor 
catalogs have performance, with list 
prices designed for the long range. 
The printing of catalogs with never 
changing list prices is cited as an ad- 
vantage. 

The catalog containing high lists is 
rarely a true reference for the actual 
price in the first instance, but rather 
an indicator of relative values, which 
of itself is an important element in any 
catalog. 

This essential purpose could be 
achieved just as well by inserting a 
decimal factor opposite each item, and 
using $100 as a base for estimating 
prices for the entire book. This would 
show the proportion of $100 that any 
item unit is valued at on date of 
printing. Coupled with this could be 
the printing of the minimum economic 
quantity unit of sale established for 
each item, which would make the cata- 
log much more valuable. 

The cost of printing definite item- 
ized net price sheets for general pub- 
lication to consumers undoubtedly 
would mean many more pages of print- 
ing every time a price change is made. 
Unquestionably, the cost of printing 
and mailing net prices would be higher 
than that of printing a discount sheet 
applicable to lists. But modern print- 
ing methods — high-speed machines, 
advancement in the art of photo-offset 
—should be carefully considered by 
those who claim net pricing is imprac- 
tical. 

The cost of printing is but one ele- 
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ment in the over-all cost of the net 
pricing system, however. On the other 
side of the ledger should go the sub- 
stantial time saving in the use to which 
net prices are put. 

One distributor alone estimates a 
saving of 55 per cent in clerical billing 
time by using net prices instead of 
using high list prices and computing 
discounts. 

One distributor issued a total of 
more than 900,000 items of billing in 
one calendar year. The manufacturers 
involved had to pay comparable cleric- 
al billing costs. The ultimate consumers 
had to check the bills. Taking this ex- 
perience as a basis and multiplying it 
by the more than 1,800 distributor 
dealers throughout the country, we can 
readily see that the clerical savings 
through use of net prices would go a 
long way to offset the additional cost 
of initial printing. 

The principal advantages offered by 
net pricing may be summed up as 
follows: (1) It will save clerical time 
for manufacturer, distributor, and con- 
sumer. (2) It will promote more ac- 
curate pricing in relationship to costs 


on an item basis. (3) It takes better 
cognizance of availability values. (4) 
It invites greater respect from the buy- 
er. 

Chief advantages of list pricing: (1) 
It is more convenient in showing price 
changes and comparisons with com- 
petitors. (2) It involves longer catalog 
usefulness. (3) Saving of clerical time 
through net pricing for distributor and 
consumer means added expense to the 
manufacturer in the form of printing 
net price sheets. 


There are no doubt other factors 
applying in a comparison of the two 
pricing methods, but these are the 
compelling ones. Manufacturers who 
are considering the case for each 
method would do well in any event 
to select that one which best meets 
with the consumer’s approval, since he 
pays the bills and is entitled to be 
heard. The distributor also has a defi- 
nite stake in the problem, because 40 
per cent of all distributor costs have 
to do with paperwork. 

By H. E. Tore tr. J/ndustrial Mar- 
keting, February 1949, p. 39:5. 


New Government Quarterly on Containers and Packaging 


ECOGNIZING that the container and packaging field has expanded to such 
proportions that it is today one of the major basic industries in our national 
economy, the U. S. Department of Commerce has just launched a new quarterly 
industry report, Containers and Packaging, designed specifically to assist container 
and packaging manufacturers and users in more intelligent planning of their 


operations. 


The first regular edition of the quarterly was issued in February, 1949, and 
the report will come out each third month thereafter. Issues throughout the year 
will contain current data on supply, demand, price trends, and import-export 
developments with respect to all types of containers. Digests of reports on regional 
trends made by the Department of Commerce Field Offices will also be included. 
In addition, the quarterly will report development in production distribution and 
consumption of specific kinds and types of containers and announcements of govern- 
ment actions or policies which may affect them. 

The report, which will be available on a subscription basis only, costs just 60 
cents for an entire year. Checks or money orders should be made payable to the 
Treasurer of the United States and mailed directly to the Superintendent of Docu- 
ments, Government Printing Office, Washington 25, D. C. 
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What Price Salesman Loyalty? 


NE of the principal causes of lost 

sales in America is friction and 
misunderstanding between salesmen 
and their managers, and lack of ade- 
quate communication between the two. 
Oftentimes, low morale in a_ sales 
force causes more “no sales” than lack 
of proper training in the techniques of 
salesmanship. 


It is possible that we may become 
so preoccupied with the question of 
how our salesmen do their jobs that 
we may not give enough time to the 
question of how they “think” about 
their jobs. Do they have opportunities 
to suggest ways to improve sales meth- 
ods? Do we give them a chance to 
participate in forming the sales rules 
under which they must work? 


To build a loyal, hard-hitting, effec- 
tive sales force there must be a “wed- 
ding” between sales planning and sales 
training. Some managers will say, “The 
salesman cannot plan because he does 
not know how”’—and yet they would 
be the first to admit that their best 
salesmen are those who know how to 
organize their time, their territories, 
and themselves. 


The salesman who understands the 
reasons underlying pricing policies, 
distribution methods, and sales con- 
trols will be the last to throw in the 
sponge in front of a prospect or cus- 
tomer who questions the policies or 
methods of the company he represents 
—and equally important, he will be the 
last to “damn his company with faint 
praise” when the prospect criticizes the 
organization that pays his salary. 


Recently, two sales managers in the 
same industry were confronted with 
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the same problem—territories were too 
large and had to be revamped to 
provide proper coverage of potential 
customers in the area. One manager 
followed the conventional approach— 
he thought the problem through, se- 
cured the facts necessary to confirm 
his judgment, and sent a polite letter 
to the salesmen involved, presenting as 
many facts as possible and advising 
them of the new territorial assignments 
effective January 1. His associates in 
management praised his decision be- 
cause it was right and logical—but 
something happened in the field and 
in the homes and minds of those who 
received the logical explanation of the 
action which had to be taken. To put 
it mildly, hell broke loose. The sales 
curve went down, some of the better 
salesmen quit, and throughout the area 
long-time customers heard the com- 
pany damned as unfair by their own 
“ambassadors of good will.” 

In the other company, the manager 
of sales thought the problem through, 
secured the facts necessary to confirm 
his opinion. Then he “stopped the 
music”—long enough to present the 
facts to his salesmen, not with a con- 
clusion but with a question: “Here's 
what we face—what would you do?” 
By following an intelligent method of 
stating the problem and soliciting an 
opinion, he received recommendations 
from a large majority of the group 
which paralleled his tentative conclu- 
sions and made it a relatively easy mat- 
ter to convince the others of the de- 
sirability of the steps he planned. The 
result—harmony in the sales force, 
sales are up, and even more important, 
customers are continuing to hear fav- 
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orable, not damning, statements from 
the company’s representatives. 

It is fair to ask, how far can we 
go in following this approach? The 
answer: A lot further than we have 
gone in the past if we want to build 
a loyal sales force. 

It is doubtful if loyalty as such can 
be taught, but it is certain that giving 
the salesman a sense of participation 
will increase our chances of developing 
a loyal sales force. 

In the competitive period ahead, a 
degree of control in sales activities will 
be required beyond anything we have 
heretofore established if we are to 
equal or exceed the best efforts of our 
competition. Salesmen are noted for 
their dislike of anything which even 
faintly resembles control, particularly 
when they have not been exposed to 
the thinking which led to the particular 
control. The loyal salesman is one who 
understands why it is necessary to 
complete a call report or a “lost busi- 
ness” form. Participation will make 
this possible. The salesman who under- 
stands will spend less of his time cuss- 
ing the head office for preparing the 
new form and more time calling on 
prospects. 

Through example and _ illustration 
we must explain to the salesman the 
need for controls, then follow up to 
make certain our controls are produc- 
ing the desired results. There is noth- 
ing which leads so surely to low morale 
and disloyalty in a sales force as re- 
quirements for completion of forms the 
salesman believes serve no useful pur- 
pose. We should audit our methods of 
control and let the salesman participate 
in such an examination. 

It is necessary for us today to rec- 
ognize that the efforts of salesmen will 
have more influence on business con- 
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ditions than the combined effect of all 
other factors. 


Mr. David Austin, Vice President 
in Charge of Sales for the United States 
Steel Corporation, recently stated this 
most effectively when he said: 


In the years to come, the jobs—the 
income—the happiness—the hopes—the 
fate—of over 140 million Americans will 
rest largely in the hands of less than half 
a million of those Americans. Who are 
these half million? They are not govern- 
ment officials. Nor business executives 
Nor labor leaders. These half million are 
the salesmen of America. Will the future 
bring us depression or prosperity? They 
will decide. Will we continue to have 
inflation or return to a sound economy? 
They will decide. Will we continue to 
have the jobs that are needed for the 
country’s prosperity—or will we have 
apple vendors at every street corner? The 
salesmen of America will decide these 
things, not by what they say, but by 
what they accomplish. They, as a group, 
will have more effect upon the perma- 
nence of peace than all the diplomats— 
more effect on wages and prices than all 
the negotiators. They will have a pro- 
found effect upon,.such seemingly unre- 
lated things as crime and delinquency, the 
divorce rate and the death rate, as well 
as upon the wage rate and the dividend 
rate. For, unless salesmen in this country 
in the years that lie ahead succeed in 
their efforts to sell the products of the 
looms, of the rolling mills, of the forges, 
of the presses, of the farms and mines 
and factories, that vision of modern 
America which we hold so closely to our 
hearts will remain a mythical hope based 
on wishful thinking. 


The loyal salesman will outproduce 
the one whose loyalty is questionable, 
every time. When we train we should 
make certain that we not only teach 
skills but also develop attitudes which 
will contribute to the development of 
loyal customers. Participation by the 
salesman, as an individual who counts 
in the organization, will make this pos- 
sible. 


From an address by Eugene B. Ma- 
pel before the Sales Executives Club, 
Rochester, N. Y. 














How to Cut the High Cost of Selling 


HE trend of American sales man- 
ps hat today is toward more 
selective distribution. Controls over 
men in the field are being tightened, 
their time, effort, and expense ac- 
counts directed at increasing volume 
through most productive outlets. The 
objective: to increase dollar volume 
per salesman’s call. 

This is the trend as reported by the 
Printers’ Ink Sales Executives Clinic 
—a recently organized group that com- 
prises the top sales management per- 
sonnel of 300 national advertisers. 
These men were asked: What are the 
three most important steps you have 
taken or plan to take to keep selling 
costs in line? Several ideas for reduc- 
ing selling cost,* obtained from the 
first 100 replies, follow: 

Concentrate on best sources of busi- 
ness (54 mentions). 

Budget sales effort on a more selec- 
tive basis. Persuade salesmen to make 
fewer calls on small dealers. Discon- 
tinue contacts with sub-marginal ter- 
ritories. Revamp  salesmen’s travel 
schedules so they will be on the road 
less, spend more time with their best 
accounts. (21 mentions.) 

Resurvey territories against popu- 
lation potential, indexes of wealth, etc. 
Change territorial divisions to locate 
each salesman in an area with greater 
potential. This may mean giving men 
wider territories, providing they can 
cover larger areas without spending a 
larger proportion of their time travel- 
ing. Or it may mean reducing terri- 


* These are broken down into major divicions. 
The number of sales managers who ag d on 
any one suggestion is reported parenthetically 
in the division headings and at the end of each 
subparagraph, to indicate the relative impor- 
tance attached to each suggestion. Since not all 
the ideas presented in the original article are 
included in this digest, the subparagraph men- 
tions under each division will not necessarily 
total the heading mentions.—Ed. 
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tories so the men’s time can be con- 
centrated on the most productive geo- 
graphic part of a large area. (13 men- 
tions. ) 

Eliminate some territories. It may 
actually be more profitable to do a 
good job by selling regionally. If na- 
tional distribution is so thin as to be 
unprofitable, the manufacturer should 
certainly consider pulling his line of 
distribution back to the home territory. 
(2 mentions.) 

Have an advance card system so 
buyers will know your man is going to 
call. He will waste less time in waiting 
rooms, find fewer buyers out. (1 men- 
tion.) 

Tighten administrative and detail 
work at home office (35 mentions). 

Reorganize the sales budget so that 
it will be more definite, more detailed. 
Allot specific amounts and set ceilings 
for, all types of departmental expenses. 
(7 mentions. ) 

Simplify systems of office detail. 
Make sure there is no overlapping of 
work in the sales office with that in 
other departments. Make an informal 
time and motion study of clerical activ- 
ity. (5 mentions. ) 

Create a consciousness among exec- 
utives of the need for cost control. (5 
mentions. ) 

Reduce number of salesmen’s report 
forms. (3 mentions.) 

Improve advertising and sales pro- 
motion (34 mentions). 

Use more advertising as an inex- 
pensive means of increasing total sales 
volume with the same sales staff in 
the field. (7 mentions.) 

Select and control dealer helps more 
carefully. Reduce their amount and 
variety, but send better helps. Send 
material only to dealers who will use 
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it. Make it easy for them to schedule 
tie-ins, give incentives for using dealer 
helps. (5 mentions. ) 

Cancel advertising in non-productive 
media, or cut advertising across the 
board. Other respondents say cutting 
advertising may secure an immediate 
saving but will cost more than it saves 
in the long run. Advertising is the 
least expensive salesman you have. If 
used properly, it will produce the busi- 
ness. (4 mentions. ) 

It is better to concentrate on using 
the same dollar investment in adver- 
tising more judiciously. If distribution 
is limited to certain geographic areas, 
channel the investment into those areas. 
If the product is specialized, check in- 
quiry return to select the publications 
that produce best for you, then con- 
centrate advertising in those publica- 
tions. If your service is sold to a cer- 
tain stratum of the population set your 
advertising sights on that level. Check 
appeals to make sure they match the 
market. (3 mentions. ) 

Study advertising, packaging, and 
merchandising proposals before they 
are released on a national basis. Pre- 
test wherever possible. (1 mention.) 

Readjust salesmen’s compensation 
and allowances (25 mentions). 

Reduce incidental expenses, particu- 
larly entertainment, across the board. 
(7 mentions. ) 

Reduce salesmen’s or brokers’ com- 
mission. Two companies are reducing 
brokerage fees by 214 per cent. One 
is reducing salesmen’s commission by 
13 per cent on one item which in the 
past was a slow seller, but which now 
has moved into the large-volume cate- 
gory. Increased volume may have put 
the individual take of some salesmen 
into a ridiculously high bracket. (3 
mentions. ) 

Bring out new products or packages 
(20 mentions). 
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Add a new line of merchandise for 
the same salesmen to carry when they 
call on regular customers. This will 
increase volume per call. (6 mentions. ) 

Concentrate on bulk sales and on 
sales of larger units. Three companies 
report they have repackaged their line 
in larger units. One firm that operates 
both a packaged goods and bulk sales 
division is concentrating its sales ef- 
fort through the bulk division. (4 men- 
tions. ) 

Standardize parts. Much salesmen’s 
time can be used figuring out what 
parts are best for any one customer. 
The simpler the spare part situation, 
the easier to sell equipment in the first 
place, and the less time will be spent 
by salesmen in servicing work. (1 men- 
tion. ) 

Reduce travel mileage and costs (18 
mentions ) . 

Work out with each salesman a 
shorter travel schedule. Draw a map 
showing what traveling your men have 
been doing. Redraw the map without 
the backtracking, and arrange a new 
schedule that will cover the same out- 
lets but cost less in travel mileage. Ex- 
ercise closer supervision of travel 
schedules. (15 mentions.) 


In some parts of the country, hotel 
rates, restaurant meals, etc., are way 
out of line. Find out what areas cov- 
ered by your men are gyp localities, 
and move them through those terri- 
tories as quickly as possible. (1 men- 
tion. ) 

Expand the business (17 mentions). 

Build total sales volume by what- 
ever means without particular refer- 
ence to costs. Expanded volume will 
inevitably lead to less sales expense 
per unit. (13 mentions.) 

Encourage distributors to add sales- 
men, as a means of building volume 
sold through them. (1 mention.) 
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Cut inventory, freight, and handling until it reaches carload size. (2 mep. Fi 
costs (16 mentions). tions. ) 

Exert closer control over inventor- Increase warehousing facilities j, | —— 
ies. Reduce overhead charges that are branches so you can ship to them in 
sales expense both at the plant and in carload lots. (1 mention.) 
branch warehouses. Keep track of in- Offer accounts a larger freight al- 
ventories at retail also. (4 mentions.) lowance for larger orders paid within E; I 


Lower freight costs by reducing a specified time after shipment. Say. | 4 © 
package weight. One company is shift- ings in freight will help secure more problet 
ing from one package material to an- big volume orders. (1 mention.) it is 1 
other for this reason. Another com- Speed up shipping and handling of dently 
pany is reducing the weight of the merchandise by taking advantage of | "PT 
paperboard used in its package. (2 modern methods of materials handling nancial 
mentions. ) and transport. (1 mention.) Report 

Increase warehousing facilities at By Carroit J. Swan. Printers’ Ink, | advert 
the plant so merchandise can be stored December 24, 1948, p. 23:8. ganda 
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The U. S. Farm Market—A Changing Scene 
DV} 
te-WAHE farm population in the United States has been in a long-term down- should 
trend since the nation’s earliest days when the overwhelming majority of 
the people lived on the land in a predominantly agricultural economy. This de- one rey 
clining trend, which is certain to continue, is a healthy and necessary develop- ter bal: 
ment. Both agriculture and the economy as a whole will benefit.” So says Dr. sentin 
Vergil Reed, Associate Director of Research for the J. Walter Thompson Com- ; ng 
pany, in a study recently issued by the company entitled, The Farm Market— ties int 
Some Basic Trends and Changes. y are the 
According to Dr. Reed’s report, the farm population, which once constituted Fj 
95 per cent of our total population, now is close to 20 per cent of the nation’s rst 
total—the lowest such ratio on record. With increased mechanization, more actual 
sons and daughters are leaving the farm, and the usually high farm birth rate garded 
is gradually decreasing. The farm family can now handle much more land with 
a much increased output per person and per acre and at reduced costs. Thus if are the 
full economic advantages are to be gained by both the farmer and the consumer, agemer 
fewer families and fewer people must remain on the farms. Th 
Proof of what amounts to a revolution in agricultural production and effi- US, | 
ciency during the last decade can be found in the fact that today a man-hour agemer 
of farm work turns out nearly half again as much total farm production as it tential 
did in the 1917-21 pericd. Today one farm worker produces enough agricultural a 
products to take care of 13'%% persons in addition to himself. He satisfied the point, 1 
wants of only nine persons in 1920 and a century ago only three and one-half ist” me 
persons. wd tr 
“The future market for agricultural equipment is greater than is commonly : t 
supposed and will be made up of many new purchasers of various types of Third ; 
equipment as well as present users. Even now almost two-thirds of all farms ment. } 
in the United States depend either wholly or partly on horses and mules for : 
farm motive power,” the report says. under ; 
The farmer has a greater market for his products than ever before. Ameri- agemer 
cans are eating at least 15 per cent more food per person and 25 per cent more uatel 
as a nation than prewar. 4 “sad 
_ The report also points out that improved living conditions on the farm are lations, 
indicative of a bigger market. Improvement in the homestead itself promises govern: 


an attractive future market for a great range of products. should 
—Advertising & Selling 4/49 ou 


278 The Management Review) May, 19 











men- 


S$ in 
m in 
t al- 
ithin 
Say- 
more 


l- 
of 


ns oOooawm 


a? 


ir 
it 
1 
e 
lf 


of 
iS 
or 





Financial Management 





The Happy Medium in Annual Reports 


T IS still true that in preparing the 
I corporation annual report the first 
problem to solve is to decide for whom 
it is intended. This question is evi- 
dently far from settled, judging by 
reports analyzed recently by the Fi- 
nancial World in its Eighth Annual 
Report Survey. Some are centered on 
advertising products, others on propa- 
ganda for labor. Some emphasize the 
interests of investors, giving consider- 
able attention to the dividend record, 
per share earnings, and the like. Still 
others aim at the good will of the gen- 
eral public and feature pictures of the 
sales dollar. The result is confusion. 

Obviously one of two alternatives 
should be adopted: Either more than 
one report should be prepared, or bet- 
ter balance should be developed in pre- 
senting material for the different par- 
ties interested in the company. Who 
are these parties ? 

First come the stockholders, either 
actual or potential—the investors re- 
garded as a source of new capital. Next 
are the potential sharers in the man- 
agement in the form of “cooperation.” 
Thus, Jabor seeks a voice in the man- 
agement of the business, and is a po- 
tential rival of capital. From this .tand- 
point, it behooves the existing “capital- 
ist” managements to give a good, full, 
and true account of their stewardship. 
Third as a party in interest is govern- 
ment. Here, too, is a potential manager 
under some form of collectivism. Man- 
agement should therefore report ade- 
quately on its finances and labor re- 
lations, in order to meet demands for 
government control; and, above all, it 
should adequately give a full account- 
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ing for the so-called consumer’s dollar. 

With regard to this question of bal- 
ance, I believe the business corporation 
should first and foremost attempt to 
present the most informative report to 
the shareholders. 

Since labor leaders and legislators 
are also among the parties interested 
in management’s operations, it may be 
best to prepare special material slanted 
to those groups. At least special sec- 
tions of the annual report should be 
devoted to the special interests of labor 
and to public relations involving gov- 
ernment control, taxation, and the like. 

As to advertising company products 
in the annual report, it is advisable to 
do so only if (1)the stockholders are 
customers, and (2) there is much com- 
petition on the consumer level. Even 
then, the stockholder may react un- 
favorably to the intrusion of advertis- 
ing. And why not adopt the usual ad- 
vertising procedure of finding out what 
the probable cost of such advertising 
is in terms of the number of potential 
customers it will reach? Why waste 
money in selling products through the 
annual report when the prospects can 
be reached more cheaply? 

If it be accepted that the main part 
of the annual report is to be for the 
stockholder as such, it follows that the 
main part must also be factual. More- 
over, there is much talk about stock- 
holder interest. I doubt that there is 
any problem in getting the stockholder 
to read the report. The problem is to 
make the report clear. Then the stock- 
holder’s interest in his investment will 
do the rest. 

The second main problem in prepar- 
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ing annual reports is the question of 
propaganda. There are two main lines 
of propaganda: One concerns labor re- 
lations; the other concerns public re- 
lations, involving chiefly a defense of 
enterprise and profits, and the matter 
of taxation. 

Insofar as relations with organized 
labor are concerned, management needs 
merely to see that annual report figures 
concerning wages and profits are ade- 
quately broken down and strictly ac- 
curate. In regard to employees, how- 
ever, the matter is different. They are 
usually not interested in financial af- 
fairs. They are interested in the se- 
curity of their jobs, and in local man- 
agement problems in which they can 
help. The wages of managerial labor 
may interest them. For these, a sepa- 
rate report is definitely indicated. 

It is in connection with propaganda 
that the use of color seems most ap- 
propriate. At the same time, as noted 
in discussing advertising, the question 
arises: Is the annual report the cheap- 
est and most effective medium for the 
propaganda? What about cost per unit 
of result? If a company wants to reach 
the public with some “appeal,” it had 
better use the tried and proved adver- 
tising media and not only pay for what 
it gets, but get what it pays for. 

Following are some suggestions of- 
fered by the judges in the Financial 
World’s annual report contest : 

(1) Certain minor and some me- 
chanical features of the report at once 
impress one: Is there a table of con- 
tents? Is the report well printed and 
on fair quality paper? Are the lines 
of type of proper width so that the 
eye jumps readily from one line to 
the next? 

(2) Is there a good introduction? 
The president’s salutation and message 
should be on one page and both friendly 
and unostentatious. The introduction 
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should be simple, clear, informatiye 
The narrative section should inclu 
some summary statement of highlights 
(probably including comparative fig. 
ures on earnings and dividends per 
share). There should be a general cop. 
clusion. 

(3) There should be a “simplified” 
statement, preferably following the in. 
troduction, of the income and expense 
of the company for the last two years, 

(4) Diagrams or charts, headed 
“How the 19— Income Was Used,” 
might indicate what becomes of the 
consumer’s dollar. The ordinary pie 
diagram is good enough for this pur- 
pose, but should not be “dolled up” so 
as to be difficult to understand. Also, 
why not use a chart showing where 
the company’s dollar came from? The 
analysis of receipts should go along 
with the analysis of expenditures, thus 
completely illustrating the simple in- 
come statement. 

(5) The main items of income and 
expense, together with the basic sta- 
tistical data such as physical output, 
number of employees and stockholders, 
and similar figures, should be pre- 
sented for a 10-year period or longer. 

(6) Somewhere in the report, per- 
haps in connection with the narrative, 
a definite point should be made of 
explaining the changes that appeared 
in the income and balance sheet, and 
what they mean—how they bear on 
the dividends. This is of great im- 
portance, but often neglected. 

(7) Now come the accounting de- 
tails. There should be a good ordi- 
narily full income statement showing, 
among other things, expenses in some 
detail, including payrolls and deprecia- 
tion. Similarly, there should be a good 
ordinarily full balance sheet which 
would include a reasonable breakdown 
of inventories, and show the property 
account, under such heads as _ land, 
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plant, and equipment, separately. The 
balance sheet and income statement 
should always be comparative as be- 
tween the last two years. This is a 
must. 

(8) Finally should come such sta- 
tistics as are required to interpret the 

owth and efficiency of the business. 
These should be comparative for a 
series of years (at least five, prefer- 
ably 10). 

In connection with all this material, 
charts and diagrams are useful if they 
are simple and easily understood, not, 
as in many cases, so complex and dis- 
torted that they defeat their purposes. 
For clarity in presenting information 
comparing different periods, it is best 
to use simple lines or a series of bars, 
but these may be presented in perspec- 


tive. For showing the sizes of the vari- 
ous parts of a whole, at a given time, 
the simple circle or rectangle, divided 
into appropriate segments, is best. Fan- 
ciful illustrations are apt to give in- 
accurate or misleading impressions. 

The ideal annual report probably still 
remains to be achieved. It will be 
achieved when some executive in- 
structs his force to find the best re- 
port in each of the foregoing respects, 
then combines them to cover adequate- 
ly and clearly for his stockholders the 
earnings, dividends, financial condi- 
tion, and prospects of his company in 
the light of significant changes oc- 
curring between current and past ac- 
counting periods. 

By Lewis Haney. Financial World, 
October 20, 1948, p. 5:5. 


What Credit Men Should Look for in Financial Statements 


HE main ingredient of any prod- 
oo is the ability and integrity of 
its maker. This criterion of quality 
speaks as infallibly of a company’s fi- 
nancial statement as it does of your 
television set or your new convertible. 
The first thing, then, for the credit 
grantor to ascertain with respect to a 
financial statement is who submitted it 
and who prepared it. Your knowledge 
of your customers and their account- 
ants should be broad enough to enable 
you to classify both, as to their char- 
acter and capacity. These two “C’s” 
of credit granting are as vital as the 
third “C”—capital, since capital may 
be lost more quickly than good char- 
acter. 

The second thing to look for, espe- 
cially in style or seasonal industries, 
is the date of the statement. Mid- 
season figures differ drastically from 
end-of-season figures, and the custom- 
et’s true financial position cannot be 
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intelligently interpreted without a 
knowledge of the industry’s peaks and 
valleys. High inventories at the be- 
ginning of a season may be proper, 
but a large end-of-season inventory 
may be a forerunner of drastic mark- 
downs. 

Discussion of the date on the state- 
ment brings to mind a situation con- 
sidered normal in some _ industries, 
namely the rendition for the purpose 
of obtaining credit of financial state- 
ments based upon a fiscal year which 
does not coincide with the fiscal year 
actually used for income tax purposes. 
The credit grantor in those industries 
should have a record of his customers’ 
tax closing dates and should also ob- 
tain a financial statement at that date, 
in addition to any other reports he may 
receive throughout the year. In any 
case, the credit grantor should ascer- 
tain that adequate reserve is set up for 
federal and state income taxes based 


281 











upon. profit to the statement date. 

In connection with taxes, it may be 
noted that many accounting firms in- 
dicate, as a balance sheet footnote, the 
year to which federal income tax re- 
turns have been passed by the Bureau 
of Internal Revenue. This information 
is helpful to creditors in judging the 
contingent tax liability. 

Consistency and conservatism have 
long been considered two of the key- 
stones of proper financial reporting ; 
this leads me to mention a situation 
which may require a clearer under- 
standing of its consequences. 

There is general agreement that, 
especially in a seasonal or style in- 
dustry, inventory should be conserva- 
tively stated, and should be priced at 
less than cost when necessary to reflect 
market declines, slow-moving or obso- 
lete items. In these high-profit years, 
however, many business men have been 
extremely conservative in valuing their 
inventories. This pleases credit grant- 
ors on the ground that it results in a 
conservative statement and thus in a 
conservative line of credit, but your 
attention should be directed to the 
following important points: 

(a) An arbitrary reduction of one 
year’s inventory throws unearned profit 
into the following year, thus distorting 
both years’ results, unless exactly the 
same amount is taken out of the sub- 
sequent period’s closing inventory. 

(b) Indiscriminate and inconsistent 
inventory reductions are, of course, not 
permissible under the income tax laws. 
Concerns indulging in these practices 
are therefore subject to the contingency 





of a possible tax assessment upon ex- 
amination by the Treasury Department 
in a future year. 

(c) In case of a fire loss, it may be 
difficult to prove and collect the full 
loss, because of the arbitrarily reduced 
book inventory figures and the conflict 
with tax return figures. 

(d) Last, and most important, is the 
fact that in bad times, the business man 
does not value his inventory items as 
conservatively as he does in good 
times ; and once the consistency of the 
financial statements is destroyed, there 
is no sound basis for statement analy- 
sis, comparison of progress and oper- 
ating ratios, or budget comparisons. 

The credit grantor should ascertain 
that interim, or so-called “trial bal- 
ance,” figures presented for credit in- 
clude a proportionate accrual of offi- 
cers’ salaries and year-end bonuses 
even though not yet drawn, as well as 
accrual of the full income and fran- 
chise tax payable on the indicated profit 
to date. Especially in the smaller busi- 
ness, these liabilities may be large in 
relation to capital and current assets. 

The credit man should also inquire 
whether adequate provision has been 
made for discounts and allowances to 
be granted on the accounts receivable 
reflected on the balance sheet; and 
whether the bad debt reserve is ade- 
quate based upon a recent aging or 
detailed review of the accounts, giving 
proper consideration to collections in 
the month following the statement date. 

By STEPHEN Cuan. The New York 
Certified Public Accountant, February, 
1949, p. 105:2. 





e IF TAXES MUST BE INCREASED in 1949, the method used should be 
higher tax rates on corporate incomes. So say the majority (55 per cent) of 
executives from all types and sizes of manufacturing companies queried in a 
recent Mill & Factory survey. Higher personal income taxes are advocated by 


32 per cent. 


282 


The Management Review 


IR 
ak 
indica’ 
insura 
ports. 
stock 
in bot 
report 
crease 
10 anc 
ers th 
over | 
Tha 
made | 
risks t 
now s 
centrat 
getting 
liquor 
storage 
But 
the fir 
enougl 
comers 
prove 
fire in: 
derwri 
will pr 
accord: 
insurat 
high si 
Prer 
ume h 
losses. 
high of 
was or 
1947 f 
the rat 
cent. 
And 


increas 


May, 15 








nent 


y be 
full 
1ced 
flict 


the 
man 
S as 
rood 
the 
here 
aly- 
per- 
S. 

‘tain 
bal- 
- in- 
offi- 
uses 
ll as 
ran- 
rofit 
usi- 
e in 
sets. 
uire 
been 
s to 
rable 
and 
ade- 
> of 
ving 
s in 
date. 
7 ork 
lary, 


eview 





Insurance 





Buyers’ Market in Insurance 


IRE insurance is moving toward 

a buyers’ market. You can read the 
indications of this trend in the fire 
insurance companies’ 1948 annual re- 
ports. Volume of premiums written by 
stock companies climbed 25 per cent 
in both 1946 and 1947. But the annual 
reports indicate that this rate of in- 
crease tapered off in 1948. It’s between 
10 and 15 per cent. And some observ- 
ers think 1949 may show little gain 
over last year. 

That tapering-off during °48 has 
made companies less choosy about the 
tisks they will underwrite. True, right 
now some industries with highly con- 
centrated values still have a hard time 
getting enough insurance. Examples: 
liquor and tobacco warehouses, fur- 
storage units. 

But if volume doesn’t rise this year, 
the fire insurance industry will have 
enough surplus funds to handle all 
comers. For chances are that 1948 will 
prove to have been a banner year for 
fire insurance company earnings. Un- 
derwriting profit for stock companies 
will probably be close to 10 per cent, 
according to Alfred M. Best Co., Inc., 
insurance analysts. It hasn’t been that 
high since 1935. 

Premium-rate boosts and rising vol- 
ume have won the race with rising 
losses. Fire losses stood at a record 
high of $711 million in 1948. But that 
was only about 3 per cent above the 
1947 figure. In both 1946 and 1947, 
the rate of increase had been 23 per 
cent. 

And since losses tapered off, the big 
increase in premiums written during 
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previous years was beginning to show 
an increase in premiums earned. 
Earned premiums for 1948 were about 
20 per cent above 1947. (Insurance 
companies can’t draw against their 
“premiums written” to pay losses and 
expenses until premiums are “earned.” 
Part of the premium on each policy is 
considered as earned month by month 
as the policy matures.) Even if a buy- 
ers’ market develops in fire insurance, 
the large-volume of premiums written 
in past years will still pay off during 
1949 in the form of premiums earned. 

Despite the rosy 1948 profits pic- 
ture and the favorable near-term out- 
look, stock companies are having their 
headaches in 1949. One perennial 
problem they have is the strong com- 
petition of the mutuals. Mutuals have 
no stockholders, thus their dividends 
go to policyholders. That reduces the 
net cost of insurance. The American 
Mutual Alliance estimates that U. S. 
mutual fire insurance companies boost- 
ed their premium volume 15 per cent 
in 1948. 

Still another problem stock compan- 
ies face is what to do about insurance 
on contents of buildings in different 
places owned by the same policyholder. 
Until a few years ago, a stock company 
organization, called the Interstate Un- 
derwriters Board, used to set rates 
for insuring the contents of multiple 
locations in more than one state. But 
now the rating portion of its activities 
have stopped. Here’s why: 

In 1941, the New York State In- 
surance Department made a study, 
found that the I.U.B.’s methods dis- 
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criminated unfairly among insurance 
buyers. Without setting up a statistic- 
ally valid rating system, I.U.B. gave 
over-all quantity discounts for added 
over-all surcharges for risks on which 
past experience had been poor. 

According to the New York De- 
partment, I.U.B. observed rules in 
states where rates were regulated, and 
in unregulated states juggled the rates 
to the same buyer, to produce its own 
over-all charge. 

When state insurance laws tight- 
ened, this practice stopped. The I.U.B. 
has changed its name to the Multiple 
Location Service Office and no longer 
sets rates. 

But no one has found a satisfactory 
way to work out multiple-location rates 
since I.U.B. gave up the job. Compan- 
ies have abandoned quantity discounts 
to large buyers. They have taken the 
position that they just don’t have 
enough statistical justification for the 
discounts. They say that the Morton 
Salt Case, which puts on the seller 
the burden of justifying quantity dis- 
counts, applies to them, also. 

New York’s insurance superintend- 
ent Robert E. Dineen thinks he has 
found a way to untie the discount knot. 





He wants companies to give discounts 
to large buyers of insurance and thinks 
they can justify such discounts. 
What Dineen has done is put through 
a uniform accounting rule in New 
York. The rule grew out of research 
sponsored by the National Association 
of Insurance Commissioners. Dineen 


believes it will put fire insurance on! 


a cost-accounting basis for the first 
time. Since January 1, all fire and cas- 
ualty companies operating in New 
York have been figuring their accounts 
according to this plan. By 1950, the 
Association will require all fire and 
casualty companies to use it. 

The general fog around rate-making 
has brought some outspoken criticism 
in recent months from insurance buy- 
ers. Uniform accounting will probably 
clear away that fog. It will give com- 
panies a clear picture of their costs 
in each line of insurance, and tell them 
how much they save on large-volume 
business. It will enable state insurance 
commissioners to know whether or not 
the rates the companies ask for are 
just. And insurance buyers will know 
where they stand. 

Business Week, February 19, 1949, 
p. 94:3. 


Petty Tricks Make Big Losses 


ETTY tricks used to short-change the boss are such standard procedure in 
P American business that the ordinary employee rarely thinks of them as “steal- 
ing.” They include such familiar little habits as these: 

Making personal calls on the firm’s phone. 


“Puffing up” expense acounts. 


Sending personal letters on the boss’s time, stationery, and stamps. 
Appropriating office supplies for home use. 


Taking extra-long lunch hours. 


Feigning sickness and using the time off for personal reasons. 
Letting equipment break down because of negligence. 
Failing to shut off electric lights or other kinds of power when not actually 


needed 


personnel manager of a New 


“Oh, all that adds up to peanuts,” you might say. But you'd be wrong. The 
York firm which manufactures electrical devices 


and employs 2,000 people recently checked to see just how much these “flea-bite” 
items were costing the firm each year. His estimate came to the astounding 


figure of $14,000. 
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What the Insurance Broker Expects from the Buyer 


HE insurance broker, in seeking 
a. establish a successful business 
relationship with the buyer, must first 
secure his confidence. Once this con- 
fidence has been established, he makes 
available to the buyer his entire service 
facilities, and the result, assuming the 
competence of the broker, rests ma- 
terially with the buyer. It’s the old 
story of the horse and the water. The 
service is there if you choose to utilize 
it to its full extent. This necessitates 
positive action on the buyer’s part in 
assembling and correlating the required 
information and values, analyzing risks, 
carrying through of fire prevention and 
safety programs, establishing policy 
decisions. 

The broker, acting insurance-wise 
in the same manner as a legal counsel, 
must have intimate knowledge of cer- 
tain phases of your business which you 
must impart to him freely and accurate- 
ly. Detailed knowledge of your money 
exposures is required for the designing 
of adequate fidelity and theft coverages 
to fit your individual situation—knowl- 
edge that will enable recommendations 
to be made which may reduce possible 
loss or maximum exposure with a 
consequent premium saving. 

Properly designed liability coverages 
always require a study of contracts, 
particularly those involving assumed 
liability. The buyer should establish a 
system within his company whereby 
the broker will be kept informed of 
such contracts. 

The broker expects the buyer to 
furnish him with proper values and 
as promptly as possible, since one of 
the great difficulties in our business 
today is the completion of our innumer- 
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able transactions within a reasonable 
period of time. 

Extreme care should be taken in. the 
preparation of values for fire insurance 
purposes to assure that the values re- 
flect the inflation in costs that has 
taken place over the past several years, 
that all property included under the 
coverage is included in the values, 
property excluded from the coverage 
is not included, and depreciation is 
sound from an insurable standpoint. 

It is expected that the buyer will 
take full advantage of the fire preven- 
tion service offered by the broker— 
not only for the immediate correction 
of conditions which endanger his prop- 
erty, but also to educate his people 
so that it is necessary for the broker 
to make fewer and fewer recommenda- 
tions as the years go on. 

The broker expects you to take full 
advantage of his safety services in 
order to develop a loss experience that 
will make it possible to secure the 
most favorable underwriting contract. 
Accomplishment of this requires your 
close cooperation in working out your 
accident prevention problem in a man- 
ner beyond the services rendered by 
an insurance company. It involves a 
study of plant layout, routing of ma- 
terials, methods of handling, sequence 
of operations or change in process. It 
requires the assistance of persons, spe- 
cially trained, who have the ability 
thoroughly to analyze mechanical op- 
erations, the indoctrination of new 
employees, and methods of training. 
It requires the help of engineers who 
have perspective and are capable of 
correlating the activities of various 
divisions of an organization as they 
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relate to accident prevention. A safety 
program of this type can be effected 
only by you and your management. 


The broker. must depend upon ac- 
curate and complete information from 
the buyer regarding marine risks, since, 
contrary to the customary practice of 
non-marine_ lines, most marine lines 
are written on the; basis of individual 
experience with respect to the circum- 





stances surrounding the particular 
risk presented to the underwriter, 
In general, this discussion has oyt. 
lined what the broker expects from 
the insurance buyer. He ‘expects your 
confidence, your cooperation, and your 
sound decisions. — 
From an address by T. W. Bailey 
before the Risk Research Institute (as 
digested in The Insurance Broker-Age, 
October,.;1948). 








| SPRING INSURANCE CONFERENCE 
The Spring Insurance Conference of the American Manage- 
ment Association will be held on Thursday and Friday, May 26 
‘and 27, at the Hotel Statler, New York City. 








Survey of Books for Executives 





SUPERVISION IN BUSINESS AND INDUSTRY. 
By Robert D. Loken and Earl P. Strong. 
Funk & Wagnalls Company and Modern 
Industry Magazine, New York, 1949. 225 
pages. $3.50. 


Reviewed by Jack W. Taylor* 


This book is a practical, comprehensive 
treatment of two phases of modern super- 
vision: Job Management and Man Manage- 
ment. The authors state modestly that the 
methods and ideas discussed “are not new,” 
and perhaps they are not; however, the way 
in which they are organized and presented 
is distinctly new. The authors have distilled 
a great deal of the past decade’s best training 
experience and thinking on the subject, and 
have compounded a supervisory formula 
which is sound and workable. 

Beginning with the war-proved premise 
that “improved conditions of work, whether 
mental or physical, will pay for themselves 
in increased output,” and describing the 
modern supervisor as the “human engineer” 
who must accomplish such improvement, the 
book is jam-packed’ with “how to.” 

Part 1—Job Management—deals with: 
Background for American Supervision, Key 
Points in Supervision (Principles of Good 


*Training Supervisor, Owens-Corning Fiber- 
glas Corporation, Huntingdon, Penna. 
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Organization), Steps in Organizing, and 
Planning and Control. There is no dull 
“etherealizing” here; the presentation stresses 
application and proved basic principles. 

Part 2—Man Management—covers: The 
Challenge of Man Management, The New 
Employee, Building Workers Through 
Training, Making Analyses of Duties Per- 
formed, How We Learn, Problems of People 
at Work, and Evaluating Supervisory Meth- 
lig which the last three are of unusual 
worth. 


The Appendix features a Sample Training 
Plan and a Sample Job Analysis. The former 
will be of particular value to top executives 
and training men; the latter will be more 
widely useful because it illustrates, in great 
detail, a practical method of job analysis. 


Perhaps one of the most important fea- 
tures of the book is its continual emphasis 
of the fundamental concept of the modern 
supervisor as “primarily a teacher and a 
leader” (never a “boss”)—a concept which 
all too few management men appreciate as 
literally having been forced upon us by the 
social-industrial revolution that has taken 
place, and is still going on, in our time. The 
authors do an excellent job of “selling” this 
basic concept, by many and diverse meams. 

To any member of any management team 
—whether crew chief or president, novice of 


The Management Review 





old har 
in Bust 
some f 
this rev 
title, w 
prospec 
fortuna! 
the boo 


DUST! 
Fra} 
Geor; 


by J 
or It 
Polla 


tively 
listed 


Thes 
studies 
gaining 
cil of t 
of Pen 
also tk 
Confers 
Bargai1 
Bibliog 
Taylor, 
a Pref 
comme! 
in its ¢ 
importa 
try-wid 
gaining 

Of t! 
with tl 
pany b 
third w 
ing; th 
conseqt 
studies 
two, he 
est to | 

Neitl 
Francis 
in a lit 
what 1 
the lea 
gaining 
increas 
steel p 
though 
in the 
years, 
have r 
the Un 
United 
the pat 


* Unive: 


May, 1 





‘ular 
out- 


your 








old hand—a thorough study of Supervision 
in Business and Industry should pay hand- 
some profit. The only really serious fault 
this reviewer could find with the book is its 
title, which does very little to excite its 
prospective readers’ curiosity; and that is 
fortunate, for these readers/supervisors need 
the book—and the book deserves to be read. 


CoLLECTIVE BARGAINING IN THE STEEL IN- 
pustry, by Robert Tilove; THe San 
Francisco Empioyers’ CounciL, by 
George D. Bahrs; Tue Tart-HartLey 
Act AND MuttI-EMPLoYER. BARGAINING, 
by Jesse Freidin; Socrat ImpPLicaTIoNs 
or INpUsTRY-W1IDE BARGAINING, by Otto 
Pollak. University of Pennsylvania Press, 
1948. 41, 39, 41, and 72 pages, respec- 
tively. 75 cents each except the third 
listed, which is $1.50. 


Reviewed by Edwin E. Witte* 


These are the first four of 12 special 
studies in the Industry-Wide Collective Bar- 
gaining Series of the Labor Relations Coun- 
cil of the Wharton School of the University 
of Pennsylvania. The same series includes 
also the Proceedings of the Pennsylvania 
Conference on Industry-Wide Collective 
Bargaining of May, 1948, and an Annotated 
Bibliography of the subject. George W. 
Taylor, as editor of the series, contributes 
a Preface to each of the special studies, 
commenting upon its significance. The series 
in its entirety is beyond question the most 
important study ever undertaken of indus- 
try-wide and related forms of group bar- 
gaining. 

Of these four studies, the first two deal 
with the experience with wider-than-com- 
pany bargaining in two specific areas; the 
third with the law of industry-wide bargain- 
ing; the last with the economic and social 
consequence of such bargaining. All these 
studies are distinctly worth while. The first 
two, however, are probably of greatest inter- 
est to practical labor relations people. 

Neither in the steel industry nor in San 
Francisco is there industry-wide bargaining 
in a literal sense. What prevails in steel is 
what might be called “pattern” or “follow 
the leader” bargaining. This type of bar- 
gaining has resulted in identical wage rate 
increases (or decreases) in most of the basic 
steel plants at least as far back as 1921, 
though there has been collective bargaining 
in the industry only since 1937. In recent 
years, the uniform wage increases generally 

ve resulted from the bargaining between 
the United States Steel Corporation and the 
United Steel Workers. In 1941, however, 
the pattern was established by Weirton Steel 


———— 
* University of Wisconsin. 
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in bargaining with its independent union, at 
a figure believed to have been considerably 
higher than would have resulted from bar- 
gaining between U. S. Steel and the Steel 
Workers. In all cases, the majority of the 
steel companies have had no part whatsoever 
in the determination of the wage rates, but 
they have “signed on the dotted line” once 
the pattern was set. The only approach to 
industry-wide bargaining that has ever been 
made was in the elimination of wage in- 
equities carried through in 1945-1947, under 
the guidance of the Steel Commission, which 
was established by the National War Labor 
Board and continued by voluntary agreement 
of the parties after the Board’s. termination. 

San Francisco collective bargaining is not 
industry-wide but is joint employer bargain- 
ing for practically the entire local. labor 
market. The San Francisco Employers’ 
Council is constituted of employers’ associa- 
tions. It not only negotiates agreements with 
unions for its member associations,: but 
handles the adjustment of grievances arising 
under the contracts for them, if these are 
carried beyond the first stages. When Bahrs 
wrote his account, the best-known’ of the 
members of the Employers’ Councii—the 
Waterfront Employers’ Association — was 
acting independently in its, dealings with 
unions. In the settlement of the long West 
Coast longshoremen’s strike of the fall of 
1948, however, the Employers’ Council had 
to be brought in to help negotiate the settle- 
ment and to underwrite the. agreement. 

The San Francisco Employers’. Council 
developed out of the many serious labor 
troubles in that area in the years 1934-1938. 
“It was formed to meet united action. by 
labor with united action by employers.” In 
this the objective was not to destroy: the 
unions but “to promote the right of em- 
ployers to bargain collectively.” That it has 
accomplished this purpose is the story told 
by Bahrs. Through area group bargaining, 
all employers have had an opportunity really 
to participate in the bargaining. Union ex- 
cesses have been checked and strikes greatly 
reduced. 

The other two studies are general in 
scope. Freidin’s study is exhaustive on the 
subject he deals with, which is broader than 
its title implies. It covers, and most ably, 
the entire law of multi-employer bargaining. 

Pollak’s study deals with the economic and 
social implications of industry-wide bargain- 
ing, broadly defined, from the labor, industry, 
and public points of view, with greatest em- 
phasis upon the public interest. The con- 
clusions are generally favorable to industry- 
wide bargaining. But the author points out 
that its potential values will not be realized 
unless management and labor “accept as a 
working proposition the idea that there ex- 
ists a community of interest between them 
and other groups in the population which 
makes conflict more wasteful than coopera- 
tion. 
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